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EFFECTS  OF  CHANGING  FEDERAL  POLICIES 
ON  REGIONAL  ECONOMIC  GROWTH 


FRIDAY,  APRIL  16,  1993 

U.S.  Senate 
Committee  on  Commerce,  Science,  and  Transportation 

Hampton,  VA. 
The  committee  met,  pursuant  to  notice,  at  9:45  a.m.  in  Griffin 
Hall,  Thomas  Nelson  Community  College,  99  Thomas  Nelson 
Drive,  Hampton,  Virginia  24666,  Hon.  Charies  S.  Robb,  presiding. 
Staff  members  assigned  to  this  hearing:  Patrick  H.  Windham, 
professional  staff  member;  and  Louis  C.  Whitsett,  minority  staff 
counsel. 

OPENING  STATEMENT  OF  SENATOR  ROBB 

Senator  Robb.  The  field  hearing  of  the  Commerce  Committee  will 
come  to  order.  We  will  begin  by  saying  thank  you  to  all  who  have 
come  to  join  us  this  morning  and  participating  in  the  hearing  dur- 
ing the  course  of  the  meeting. 

To  Bob  Templin  and  the  folks  here  at  Thomas  Nelson  Commu- 
nity College,  we  thank  you  for  your  hospitality  this  morning.  To  my 
friend  and  colleague  Herb  Bateman,  thank  you  for  allowing  us  to 
come  and  welcoming  us  to  America's  first,  and  to  Brenden  Kelly 
and  Bobby  Scott  for  joining  us. 

There  is  a  possibility  one  more  Member  of  Congress  may  be  ioin- 
ing  us  and  as  a  continuation  of  our  first  panel,  we  are  going  to  near 
from  the  mayors  of  the  Hampton  Road  jurisdictions.  And  we  will 
get  started  in  just  a  couple  of  minutes. 

This  is  formally  a  field  hearing  of  the  Senate  Commerce  Commit- 
tee. We  are  convening  here,  away  from  Capitol  Hill,  because  we  are 
discussing  an  issue  that  is  the  kind  of  an  issue  that  has  its  most 
impact  here  in  Hampton  Roads  and  in  regions  like  it  across  the 
country. 

The  defense  drawdown  is  a  fact  of  life.  The  change  in  the  threat 
to  America's  national  security  is  a  relief  on  one  hand,  because  we 
no  longer  live  with  the  fear  of  sudden  and  massive  nuclear  war 
constantly  on  our  minds.  But  in  areas  like  this  one,  where  tens  of 
thousands  toiled  for  years  to  achieve  the  new  physical  security,  the 
fear  of  war  has  been  replaced  by  a  difficult  peace. 

The  new  threat  to  lives,  home,  and  families  in  many  cases  is  eco- 
nomic in  nature.  And  right  now  it's  causing  more  real  hardship  for 
more  Americans  than  the  cold  war  ever  did  in  this  and  many  other 
defense-related  communities  around  the  country. 

The  Federal  Government  is  not  blind  to  this  concern,  nor  to  the 
very  real  difficulties  which  confront  individuals,  businesses,  and 
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communities  during  a  shift  away  from  dependence  on  defense 
spending.  That  is  why  programs  were  estabHshed  in  the  Depart- 
ments 01  Commerce,  Labor,  and  Defense  to  assist  those  who  did  so 
much  to  end  the  war,  now  in  surviving  the  peace. 

Our  goal  today  is  to  look  at  the  programs  which  are  in  place, 
whether  they  are  fulfilling  their  charters,  and  more  importantly 
whether  they  are  meeting  the  needs  of  the  people  they  are  designed 
to  serve.  We  will  go  further  to  look  at  what  the  Federal  Govern- 
ment may  not  be  doing  that  it  should  be  doing  to  further  ease  the 
economic  transition. 

President  Clinton  and  the  leadership  in  both  Houses  of  Congress 
are  committed  to  a  rational  program  of  conversion.  It  was  created 
during  a  remarkably  bipartisan  process  in  the  last  Congress,  and 
the  first  phase  has  now  been  funded  by  the  administration.  This 
hearing  will  help  us  design  the  next  set  of  programs. 

Although  this  committee  is  directly  concerned  with  the  Depart- 
ment of  Commerce,  the  lessons  that  we  learn  today  will  be  applied 
to  programs  run  by  other  Grovernment  Departments  as  well. 

I  would  like  to  welcome  our  impressive  and  diverse  array  of  wit- 
nesses. I  have  asked  each  of  today's  witnesses  to  try  to  keep  their 
formal  remarks  to  5  minutes  so  that  we  can  engage  in  a  discussion 
of  their  answers  and  wider  exploration  of  each  panel's  views.  The 
committee  will  be  glad  to  include  any  remarks  which  might  take 
more  than  5  minutes  in  the  formal  record. 

With  that,  I  would  like  to  begin  and  start  the  first  panel  with 
two  congressional  colleagues.  And  I  am  going  to  call  first  on  Con- 
gressman Herb  Bateman. 

I  had  the  privilege  of  serving  with  Congressman  Bateman  when 
he  was  in  State  government,  as  a  I  did  with  Congressman  Scott 
who  will  follow  Congressman  Bateman  here  in  just  a  moment. 

Congressman  Bateman,  this  is  your  hometown,  your  home  turf. 
We  thank  you  for  letting  us  come  and  hold  a  hearing  in  your  dis- 
trict, and  we  would  be  pleased  to  hear  from  you. 

STATEMENT  OF  HON.  HERBERT  H.  BATEMAN,  U.S. 
REPRESENTATIVE  FROM  VIRGINIA 

Mr.  Bateman.  Thank  you  very  much.  Senator.  I  do  want  to 
thank  you  for  the  opportunity  to  make  these  remarks  today  before 
the  Senate  Commerce  Committee. 

It  is  fitting  that  the  committee  hold  a  field  hearing  on  the  subject 
of  Federal  response  to  defense  reductions  in  Hampton  Roads  as 
this  region  is  among  those  most  dependent  on  military  spending  for 
its  economic  well  being.  Hampton  Roads  has  the  long  and  proud 
tradition  of  providing  for  the  defense  of  this  Nation,  and  I  am 
proud  to  be  among  those  elected  to  represent  it. 

I  am  here  today  to  address  the  issue  of  economic  diversification 
and  the  effect  of  cuts  in  spending  on  spending  on  national  defense, 
not  just  on  the  Hampton  Roads  region,  but  on  the  country  as  a 
whole.  I  do  not  believe  that  the  two  can  be  separated.  The  United 
States  is  a  maritime  nation,  and  Hampton  Roads  has  alwavs 
played  a  vital  role  in  both  the  commercial  and  military  areas,  the 
two  often  being  intertwined. 

The  Commonwealth  of  Virginia,  as  we  all  know,  receives  more 
dollars  from  defense  spending  per  capita  than  any  other  State  in 


the  Nation.  While  California  receives  more  total  dollars,  the  eco- 
nomic impact  is  far  more  substantial  than  Virginia.  And  within  the 
Commonwealth,  Hampton  Roads  is  particularly  susceptible  to  the 
very  substantial  downturn  in  national  defense  spending  that  is  cur- 
rently underway. 

The  region  is  particularly  dependent  upon  shipbuilding  and  upon 
the  large  population  of  military  and  Federal  civilian  employees  who 
live  and  raise  their  families  here.  And,  in  many  instances,  retire 
here.  It  is  this  overdependence  on  defense-related  activities  and  in- 
stallations that  convinced  me  more  than  10  years  ago  that  the  di- 
versification of  our  economy  is  our  principal  challenge. 

While  the  defense  budget  was  rising  from  1981  to  1985,  the  prob- 
lem was  masked  because  our  local  economy  was  growing  substan- 
tially. But  since  1985,  the  defense  budget  has  been  in  decline  and 
the  proposed  fiscal  year  1994  defense  budget  will  be  significantly 
reduced. 

This  decline  has  already  led  to  reductions  in  force  for  civil  service 
workers  in  some  of  defense  installations,  and  more  can  be  expected. 
Additionally,  the  number  of  military  personnel  assigned  to  area 
bases  will  continue  to  decline  as  defense  spending  continues  to  de- 
cline. 

1,700  workers  have  been  laid  off  at  Newport  News  shipbuilding, 
and  there  have  been  layoffs  at  the  Norfolk  Naval  Ship  Yard  and 
at  ship  repair  yards  in  the  area.  Sadly,  there  will  be  more  layoffs 
in  the  Clinton  administration's  economic  plan  for  the  next  5  years, 
if  the  Clinton  administration's  economic  plan  for  the  next  5  years 
is  implemented. 

The  President's  plan  calls  for  anywhere  fi-om  $123  to  $127  billion 
in  defense  budget  cuts  between  now  and  1998.  If  the  fiscal  year 
1994  budget  cuts  are  $11.6  billion,  that  will  leave  approximately 
$115  billion  in  cuts  to  be  made  between  fiscal  year  1995  and  fiscal 
year  1998 — an  average  of  nearly  $30  billion  a  year  in  reductions. 

Such  reductions  would  drive  our  national  security  capability  to 
unacceptable  levels  and  would  decimate  the  economy  of  this  area. 

I  would  urge  all  my  colleges  in  the  Congress  to  resist  cuts  of  this 
magnitude,  not  just  because  of  our  local  economy  but  because  it 
does  not  adequately  provide  for  our  national  defense. 

Turning  more  directly  to  the  subject  of  conversion  of  the  defense- 
related  portions  of  our  economy  to  nondefense  activities,  we  should 
be  wary  of  expending  large  sums  of  money  the  Federal  Government 
does  not  have  for  vague,  nonspecific  economic  conversion  programs. 
This  is  especially  true,  and  the  expenditure  is  even  counter- 
productive, if  the  Federal  funds  are  to  come  out  of  a  defense  budget 
that  is  already  being  radically  reduced. 

The  President  has  called  for  spending  $20  billion  for  economic 
conversion  over  the  next  5  years.  Though  Secretary  of  Defense  Les 
Aspin  assured  me,  when  he  recently  testified  before  the  House 
Armed  Services  Committee,  that  all  this  money  would  not  come  for 
the  defense  budget,  his  answer  surely  indicates  a  substantial 
amount  of  it  would. 

It  may  be  politically  correct  to  call  for  the  spending  of  large  sums 
for  economic  conversation  to  soften  the  blow  from  reduced  defense 
activities.  But  it  is  illogical  and,  as  I  have  stated,  counterproductive 
to  bleed  fi^om  the  defense  budget  money  that  could  be  used  to  re- 


tain  additional  military  and  civilian  employees,  or  to  procure,  re- 
pair, and  operate  more  ships,  planes,  and  other  military  hardware. 
It  is  like  making  someone  ill  in  order  to  have  an  ailment  you  take 
credit  for  curing. 

In  summary,  the  $20  billion  proposed  to  be  spent  in  an  undefined 
economic  conversion  program  would  do  more  for  our  economy  and 
create  or  preserve  more  jobs,  while  contributing  to  a  more  nearly 
adequate  national  security  capability  if  it  were  spent  directly  for 
defense  needs.  Frankly,  the  money  and  the  attention  focused  on 
economic  conversion  would  be  better  directed  toward  ways  to  pre- 
serve our  industrial  base  for  vital  defense  needs  and  to  maintain 
our  technological  competence  in  areas  of  critical  importance. 

One  such  area  is  the  industrial  base  that  can  produce  nuclear 
powered  submarines  and  aircraft  carriers.  With  respect  to  sub- 
marines, I  know  of  no  informed  opinion  that  believes  this  country 
in  the  current  budgetary  and  strategic  environment,  can  maintain 
the  two  nuclear  capable  submarine  yards  we  now  have.  But  we 
must  have  one  for  the  uncertain  future. 

Logic  and  cost  effectiveness  call  for  all  nuclear  ship  construction 
being  done  at  Newport  News  shipbuilding.  It  is  the  only  yard  capa- 
ble of  building  nuclear  powered  aircraft  carriers.  It  also  has  the  re- 
search, design,  and  engineering  capability  and  workforce  to  produce 
nuclear  submarines  second  to  none,  and  to  do  what  the  limited 
funding  available  calls  for,  and  the  capital  equipment  and  know 
how  that  are  peculiar  to  nuclear  powered  naval  vessels. 

Future  nuclear  powered  submarines  should  be  designed  and  built 
here  at  Newport  News  shipbuilding.  That  is  the  most  effective  way 
to  preserve  this  enormously  important  industrial  and  technological 
base. 

Critical  to  protecting  that  industrial  base  is  going  forward  with 
the  construction  of  CVN-76  in  fiscal  year  1995,  as  proposed  by  the 
Navy  and  authorized  by  the  Congress  last  year.  This  is  vital  not 
only  to  nuclear  ship  construction  but  to  prevent  the  extinction  of 
the  vendor  base  in  nuclear  propulsion,  systems,  pumps,  valves,  and 
other  components  essential  to  nuclear  naval  vessels. 

In  conclusion,  economic  diversification  remains  the  foremost  chal- 
lenge for  our  area.  The  grant  awarded  last  week  to  assist  the  pe- 
ninsula in  planning  to  achieve  this  goal,  and  in  support  of  the  ef- 
forts of  Gen.  Mike  Loh  and  Dr.  Bob  Templin  and  their  associates 
in  the  Peninsula  Advanced  Technology  Center  and  the  Peninsula 
Economic  Development  Council  are  important  and  certainly  help- 
ful. 

It  is  critically  important  that  we  identify  the  concepts  and  prod- 
ucts developed  at  taxpayers'  expense  for  defense  purposes  and,  if 
not  contrary  to  our  security  interest,  exploit  and  produce  them  for 
private  commercial  purposes.  This  does  not  cost  a  lot  of  money. 

Sound  companies  looking  for  alternatives  to  disappearing  defense 
contracts  will  focus  on  those  dual-use  technologies  to  preserve  and 
create  jobs  and  profits,  while  at  the  same  time  preserving  the  capa- 
bility for  future  defense  needs. 

Senator,  I  am  grateful  for  the  opportunity  to  present  these  views 
for  the  record,  and  commend  you  and  your  colleagues  for  holding 
this  hearing. 


Senator  Robb,  Thank  you,  Congressman  Bateman.  We  appre- 
ciate very  much  your  participation  as  well  as  your  extending  the 
courtesies  of  the  1st  District  to  hold  this  particular  meeting. 

In  accordance  with  Commerce  Committee  precedent,  I  am  going 
to  now  call  on  former  State  Senator,  now  Congressman  Bobby  Scott 
to  complete  the  peninsula  program.  And  then  we  have  been  joined 
by  our  distinguished  colleague  from  South  Hampton  Roads,  Owen 
Pickett,  and  we  will  call  on  him  in  just  one  moment. 

But  to  present  opening  remarks,  I  call  on  the  distinguished  Con- 
gressman from  the  3d  Congressional  District,  Congressman  Bobby 
Scott. 

Can  I  ask  one  question?  I  am  not  quite  sure  with  the  feedback, 
can  everybody  in  the  back  hear? 

Voice.  If  the  microphone  is  used. 

STATEMENT  OF  HON.  ROBERT  C.  SCOTT,  U.S. 
REPRESENTATIVE  FROM  VIRGINIA 

Mr.  Scott,  Thank  you,  Senator  Robb.  I  appreciate  the  oppor- 
tunity to  testify  before  the  Senate  Commerce  Committee  hearing. 
It  is  a  pleasure  to  be  here  today,  and  a  pleasure  to  discuss  the 
issue  of  defense  conversion. 

I  look  forward  with  great  interest  to  hearing  the  wide  range  of 
interested  parties,  and  it  is  good  to  see  our  community  coming  to- 
gether to  look  for  solutions  to  the  problems  of  defense  conversion. 
Only  with  cooperation  between  government,  business,  and  individ- 
ual workers  will  our  community  be  able  to  achieve  conversion  and 
prosper. 

Over  the  next  several  years,  few  issues  are  going  to  have  the 
large  impact  on  our  community  as  the  downsizing  of  the  military. 
There  are  only  a  handful  of  areas  in  the  Nation  that  have  the  con- 
centration of  military  bases,  contractors,  suppliers,  and  other  De- 
partment of  Defense  related  services  as  the  does  the  Hampton 
Roads  area  of  Virginia.  The  Navy,  Air  Force,  Coast  Guard,  and 
Army  are  all  represented  in  this  region  and  all  will  be  affected. 

All  of  the  legislators  representing  the  Hampton  Roads  area  are 
working  to  minimize  the  impact  of  defense  cuts.  I  will  be  visiting 
NADA  this  afternoon  and  will  be  testifying  before  the  BRCC  Com- 
mission next  week. 

Just  this  morning  we  saw  Fort  Monroe  mentioned  in  a  GAO  re- 
port as  a  base  that  ought  to  be  closed.  In  the  Norfolk  situation,  in- 
accurate information  was  considered  that  put  it  on  the  base  closing 
list.  In  the  Fort  Monroe  situation,  we  are  expected  to  ignore  $600 
million  in  expenses  to  order  to  save  $28  million.  Now,  neither  of 
those  closings  make  any  sense,  and  you  can  be  assured  that  all  of 
the  Hampton  Roads  legislators  will  be  fighting  to  keep  those  bases 
open. 

The  question  is  how  we  can  best  adjust  our  business  community 
and  workers  from  a  defense-related  economy  to  a  nondefense-relat- 
ed  economy,  because  regardless  of  what  we  do  there  will  be  some 
downsizing  in  the  military.  The  need  to  adjust  is  clearly  shown  by 
the  fact  that  by  1997  it  is  estimated  that  defense  expenditures  will 
be  approximately  3.5  percent  of  the  U.S.  gross  domestic  product, 
down  from  6.4  percent. 


Only  Monday,  the  Department  of  Labor  estimated  that  1.9  mil- 
lion defense  workers  will  lose  their  jobs  between  1992  and  1997, 
and  1.3  million  of  those  are  in  the  private  sector. 

In  Virginia,  defense  expenditures  account  for  10  percent  of  the 
State's  economy.  By  1997,  this  will  be  only  7  percent.  So,  basically, 
Virginia  will  lose  3  percent  of  its  present  economy  in  the  next  4 
years  due  to  defense  cuts. 

As  a  member  of  both  the  Education  and  Labor  and  Science, 
Space,  and  Technology  Committees  in  the  House,  I  firmly  believe 
that  the  Federal  Government  must  respond  to  help  our  commu- 
nities address  these  problems,  and  this  response  must  be  both  in 
the  short  term  and  the  long  term. 

I  believe  that  the  present  defense  reinvestment  and  conversion 
initiative  is  a  step  in  the  right  direction.  This  initiative  provides  for 
$1.8  billion  in  1993,  and  for  $20  billion  in  reinvestment  funds  over 
the  next  5  years. 

In  the  short  term  we  must  assist  those  who  need  help  imme- 
diately. Laid  off  workers  and  discharged  sailors  will  both  be  in 
need  of  programs  to  aid  them  during  the  difficult  transition  period 
between  defense  and  civilian  employment.  The  idea  is  to  focus  on 
the  people  and  their  families,  those  hurt  most  by  downsizing. 

Examples  of  short-term  projects  include  worker  training  and  em- 
ployment services,  health  transition  assistance  for  separating  mili- 
tary personnel,  early  military  retirement  benefits,  and  community 
adjustment  funds  that  specially  target  hard  hit  communities.  These 
funds  of  course  include  grants  and  loans  from  the  Office  of  Eco- 
nomic Adjustment  of  the  Department  of  Defense  and  Economic  De- 
velopment Administration  of  the  Department  of  Commerce. 

Due  to  legislation  sponsored  by  Senator  Robb,  this  money  can 
now  be  distributed  to  communities  before  the  hits  take  place.  That 
is,  they  can  be  awarded  for  planning.  And  under  this  program, 
sponsored  by  our  host  today,  last  Friday  the  peninsula  area  was 
awarded  $149,000  to  develop  a  regional  plan  for  defense  conver- 
sion. This  award  was  the  first  in  Virginia  and  gives  the  peninsula 
area  leading  role  in  the  defense  conversion  process. 

In  the  long  term,  we  must  provide  the  necessary  aid  to  local  in- 
dustries in  their  transition  from  defense  to  civilian  work,  allowing 
our  private  sector  to  create  new  jobs  in  our  community.  This  is  a 
path  that  will  lead  to  greater  prosperity. 

This  can  be  done  by  refocusing  our  national  R&D  projects  to 
stress  greater  dual-use  capacities.  The  strategy  is  to  better  inte- 
grate private  and  military  technologies.  The  Advanced  Research 
Projects  Agency  is  one  method  to  achieve  this  goal.  Their  aim  will 
be  to  support  new  technologies  and  industrial  base  programs,  co- 
ordinating the  Department  of  Commerce,  the  National  Science 
Foundation,  the  Department  of  Energy,  and  NASA  to  provide  re- 
gional outreach  programs  for  technology  projects  as  just  one  of 
their  many  missions. 

Having  outlined  some  of  the  basic  Federal  responses  to  defense 
cuts  it  is  now  our  turn  to  listen  to  you.  I  look  forward  to  your  in- 
sight and  firsthand  knowledge  of  the  problems  and  solutions. 

It  is  here  on  the  local  level  through  your  hard  work  and  sacrifice 
the  battle  must  be  fought  and  won.  By  developing  a  better  under- 
standing of  the  issues  and  by  strengthening  our  lines  of  commu- 


nication,  be  believe  that  we  will  succeed  in  cultivating  economic 
growth  and  prosperity. 

Thank  you  very  much,  Senator  Robb,  for  convening  this  panel. 

Senator  Robb.  Thank  you  very  much,  Congressman  Scott,  for 
your  participation.  We  will  look  forward  to  your  participation 
throughout  as  much  of  the  morning  as  you  can  remain  with  us. 

We  have  been  joined  by  yet  another  colleague.  All  of  us,  as  it 
turns  out,  served  together  at  one  point  in  State  government.  Con- 
gressman Owen  Pickett  represents  the  south  Hampton  Roads  area, 
and  I  can  see  some  mayors  that  are  also  representing  those  juris- 
dictions that  will  be  joining  us  here  momentarily. 

But  without  further  ado,  may  I  present  a  friend  and  colleague 
from  the  2d  Congressional  District,  Congressman  Owen  Pickett. 

STATEMENT  OF  HON.  OWEN  B.  PICKETT,  U.S. 
REPRESENTATIVE  FROM  VIRGINIA 

Mr.  Pickett.  Thank  you,  Senator  Robb.  I  want  to  ioin  my  col- 
leagues in  thanking  you  for  holding  this  hearing  on  tne  effects  of 
changing  Federal  policies  on  regional  economic  growth.  Few  areas 
in  the  United  States  will  be  impacted  more  by  the  impending  re- 
duction in  defense  spending  than  this  one. 

The  Hampton  Roads  area  has  enjoyed  a  favorable  growth  rate  for 
almost  two  generations  that  has  caused  significant  pressures  on  re- 
sources and  high  demand  for  infrastructure  improvements.  In 
1991,  the  Department  of  Defense  spent  an  estimated  $6.5  billion  in 
the  14  political  jurisdictions  that  comprise  Hampton  Roads.  Some 
231,000  people  are  employed  directly  by  the  Defense  Department 
either  as  civilians  or  uniformed  military  personnel,  which  is  almost 
28  percent  of  the  workforce  in  this  area. 

In  addition,  the  military  heavily  influences  many  of  our  private 
sector  industries  like  the  service  sector,  real  estate,  and  industrial 
production.^  While  Hampton  Roads  has  relied  to  a  great  extent  on 
the  Nation's  defense  program  for  its  economic  livelinood,  people  in 
this  region  recognize  that  the  breakup  of  the  Soviet  Union  permits 
a  "measured,"  and  I  emphasize  measured,  reduction  in  our  defense 
program. 

What  our  people  do  not  want  to  see  is  a  quick  and  reckless  re- 
duction in  defense  spending  that  will  return  this  Nation  to  the 
days  of  the  hollow  force,  when  inadequate  resources  left  our  troops 
ill-trained,  ill-equipped,  and  ill-prepared  for  battle. 

And,  Mr.  Chairman,  you  certainly  understand  this  problem  and 
have  shown  great  leadership  in  the  Senate  to  make  certain  that 
this  does  not  happen. 

The  other  thing  that  my  constituents  do  not  want  to  see  happen 
is  for  the  men  and  women  who  won  the  cold  war  to  be  left  out  in 
the  cold  now  that  our  Nation  has  prevailed.  We  made  a  good  start 
with  the  National  Defense  Authorization  Act  for  fiscal  year  1993 
that  included  $1.6  billion  for  programs  to  help  our  people  make  the 
transition  to  an  economy  that  is  less  dependent  upon  military  ex- 
penditure. 

Benefits  such  as  early  retirement,  extended  health  insurance  cov- 
erage, and  education  and  retraining  programs  will  help  ease  mili- 
tary and  civilian  personnel  into  other  pursuits,  I  am  also  encour- 
aged that  the  prevailing  sentiment  in  Congress  seems  to  be  not  to 
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waste  our  Nation's  enormous  investment  in  the  high -technology  in- 
dustries that  helped  lead  us  to  victory  in  the  cold  war. 

However,  there  are  several  issues  of  particular  concern  in  the 
Hampton  Roads  area,  and  I  want  to  use  my  brief  time  here  this 
morning  to  focus  on  these.  First,  the  current  environment  provides 
a  good  opportunity  to  strengthen  our  Nation's  maritime  industries. 

Building  U.S. -flag  merchant  vessels  that  are  militarily  useful  is 
one  of  the  best  ways  that  we  can  put  Americans  back  to  work,  meet 
our  sealift  requirements,  and  revive  an  important  commercial  in- 
dustry all  at  the  same  time. 

I  fail  to  understand  why  we  have  not  moved  more  quickly,  more 
aggressively,  as  a  Nation  to  deal  with  these  twin  problems,  and  I 
am  hopeful  that  Secretary  Pena  will  soon  produce  a  national  mari- 
time policy  that  will  chart  a  new  course  for  our  shipbuilding  and 
ship  repair  industries. 

Second,  we  need  to  involve  to  the  greatest  extent  possible  our 
Nation's  colleges  and  universities  in  the  defense  conversion  effort. 
Old  Dominion  University  in  my  district  offers  a  good  example  of 
the  substantial  contributions  that  higher  education  can  make  in 
this  area. 

The  Darden  College  of  Education  has  undertaken  a  military  ca- 
reer transition  program  that  takes  career  officers  and  enlisted  per- 
sonnel and  trains  them  to  become  certified  teachers  in  the  Com- 
monwealth. This  program,  which  was  undertaken  before  Congress 
authorized  the  troops-to-teachers  program  in  last  year's  defense  au- 
thorization bill,  has  been  quite  successful  in  meeting  the  urgent 
need  in  our  public  schools  for  strong  role  models  with  leadership 
and  teaching  skills  in  math  and  science. 

The  Technology  Applications  Center  at  Old  Dominion  University 
is  another  project  that  provides  small-  and  medium-sized  business 
concerns  with  the  manufacturing  and  technical  assistance  that  can 
help  them  turn  a  new  idea  into  new  jobs  and  profits. 

Bringing  dual-use  technologies  to  the  market  is  just  one  of  the 
areas  in  which  the  organization  has  experience.  Programs  like 
these,  which  are  alreadv  up  and  running,  should  be  the  vehicle  we 
use  to  implement  the  aefense  conversion  program  already  author- 
ized, and  should  also  be  a  part  of  our  planning  process. 

Third,  quite  apart  from  the  issue  of  defense  conversion,  there  are 
other  Federal  policies  that  are  weighing  down  heavily  on  the  ability 
of  State  and  local  governments  to  carry  out  their  traditional  re- 
sponsibility. Under  the  guise  of  implementing  Federal  environ- 
mental and  pollution  laws,  representatives  of  Federal  agencies  are 
intervening  in  local  planning,  land  use,  transportation,  and  other 
infrastructure  decisions.  And  in  many  cases,  attempting  to  sub- 
stitute their  judgment  for  that  of  local  authorities  and  governing 
bodies. 

This  is  a  serious  problem.  Overlapping  and  concurrent  jurisdic- 
tions by  Federal  agencies  creates  an  impenetrable  bureaucratic 
jungle  that  stifles  initiative,  drives  up  project  costs,  and  delays  vi- 
tally needed  local  infrastructure  projects. 

Two  such  projects  that  come  quickly  to  mind  are  the  Lake  Gas- 
ton Water  Supply  Project  and  the  Southeastern  Expressway,  both 
of  which  have  profound  implications  for  regional  economic  growth 
in  southeastern  Virginia. 


Senator  Robb,  I  commend  you  again  for  holding  these  hearings, 
and  I  look  forward  to  working  with  you  and  our  other  speakers  this 
morning  in  improving  the  administration  of  Federal  programs  for 
all  Virginians  and,  indeed,  for  all  Americans. 

Senator  Robb.  Thank  you  very  much,  Congressman  Pickett. 

At  this  point,  I  am  going  to  ask  that  the  mayors  from  the  four 
Hampton  Roads  jurisdictions  that  are  with  us  this  morning  join  us. 
Frequently  in  Washington  we  have  the  Members  of  Congress  on 
one  side,  usually  elevated,  and  bring  witnesses  in  and  they  are  8 
to  12  inches  lower  and  in  a  slightly  different  position.  This  lends 
itself  to  more  informality  and  we  will  take  advantage  of  that  oppor- 
tunity to  create  a  little  more  informal  atmosphere  here. 

It  will  be  my  intention,  just  so  the  distinguished  mayors  that  are 
with  us  this  morning  know,  that  I  would  plan  to  call  on  the  mayors 
in  the  order  that  they  are  listed.  And  since  our  host  mayor  is  listed 
first,  I  will  call  on  the  mayor  of  the  fine  city  of  Newport  News, 
Barry  DuVal,  to  lead  off  if  I  may.  Mr.  Mayor. 

Mayor  DuVal.  Thank  you,  Senator  Robb.  What  I  would  like  to 
do,  with  your  permission,  is  respect  a  request  from  the  mayor  of 
Portsmouth  to  go  first  because  of  a  time  constraint  that  she  has. 
If  I  could,  with  your  permission,  allow  her  to  do  that  I  would  be 
happy  to  follow. 

Senator  Robb.  I  would  be  delighted  to  yield  first  to  the  Honor- 
able Gloria  Webb,  the  mayor  of  Portsmouth,  because  of  time  con- 
straints. Madam  Mayor,  we  are  pleased  that  you  could  join  us.  We 
will  be  pleased  to  hear  from  you  first. 

STATEMENT  OF  GLORIA  O.  WEBB,  MAYOR,  PORTSMOUTH,  VA 

Mayor  Webb.  Thank  you  very  much.  Senator  Robb.  I  appreciate 
the  committee  cooperating.  I  have  to  be  at  the  other  Tidewater 
Community  College  campus  at  11  o'clock,  so  I  appreciate  it. 

In  this  time  of  accelerating  change  at  the  Federal,  State,  and 
local  levels  I  want  to  thank  you.  Senator  Robb,  and  the  committee 
for  sponsoring  this  hearing  for  us  this  morning.  I  know  that  the 
issue  that  we  are  discussing  is  extremely  interesting  to  businesses, 
employees,  and  private  individuals.  And  as  the  mayor  of  the  city 
of  Portsmouth,  I  am  keenly  aware  of  that  interest. 

Portsmouth  has  tried  to  deal  with  accelerating  economic  change. 
Historically,  our  city  has  had  a  large  military  presence,  and  con- 
sequently a  large  percentage  of  tax-exempt  property — 60  percent, 
as  a  matter  of  fact.  Our  goal  for  some  time  has  been  to  diversify 
our  economic  base  and  to  attract  a  larger  private  business  commu- 
nity. 

Considering  the  recent  state  of  the  economy,  we  have  been  suc- 
cessful in  these  efforts.  And,  in  fact,  more  successful  than  we 
thought  might  ever  be  possible  during  these  economic  times. 

After  reviewing  the  Base  Closure  and  Realignment  Act  as  it 
stands  today,  Portsmouth  and  Hampton  Roads  may  well  be  net 
gainers.  But  it  is  vitally  important  to  Portsmouth  that  we  do  not 
see  major  changes  in  the  final  report. 

We  would  especially  like  to  see  the  Naval  Aviation  Depot  remain 
in  Norfolk,  and  for  the  consolidation  of  the  Naval  Electronic  Sys- 
tem Command  in  Portsmouth  to  proceed  as  planned.  This  is  espe- 
cially important  because  most  of  these  jobs  are  civilian  jobs  which 
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are  crucial  to  compensate  for  the  expected  reduction  in  force  at  the 
Norfolk  Naval  Shipyard  in  Portsmouth. 

Speaking  of  the  shipyard,  I  encourage  you  to  support  it  as  the 
principal  shipyard  on  the  east  coast  for  the  Atlantic  fleet.  It  has 
long  been  perceived  to  be  one  of  the  most  efficient  and  productive 
such  units  anywhere  in  the  Navy,  and  I  feel  that  his  record  should 
be  rewarded. 

We  appreciate  the  continued  funding  of  the  expansion  of  the  U.S. 
Naval  Hospital  in  the  city  of  Portsmouth. 

The  main  adjustment  program  that  we  have  seen  so  far  is  one 
that  has  been  proposed  by  the  Hampton  Roads  Chamber  of  Com- 
merce for  creation  of  a  local  consortium  of  shipbuilding  companies 
and  engineering  school  researchers  to  establish  a  federally  sup- 
ported maritime  research  and  development  center  in  the  Hampton 
Roads  area.  This  has  been  supported  by  the  State  department  of 
economic  development,  and  we  would  like  for  it  to  be  supported  by 
the  Federal  Government  as  well. 

Unlike  the  rest  of  the  State,  our  defense-related  industry  will  not 
need  so  much  to  convert  to  a  new  line  of  business  as  to  find  new 
customers  for  their  existing  products.  Such  a  consortium  can  help 
meet  that  need  as  well  as  make  progress  in  new  ship  design  and 
other  technological  advances. 

And  finally,  the  Federal  Government  has  already  approved  funds 
for  a  defense  conversion  grant,  but  they  have  not  been  awarded. 
These  funds  will  be  of  vital  importance  to  communities  as  they  try 
to  cope  with  the  changes.  I  hope  that  you  will  strive  to  have  them 
released  and  awarded  where  they  can  accomplish  their  intent. 

Senator  Robb  and  members  of  the  committee,  again  let  me  thank 
you  for  this  opportunity  to  express  to  you  the  extreme  importance 
that  this  whole  subject  has  to  our  area  and  to  the  entire  Nation. 
I  thank  you. 

Senator  RoBB.  Thank  you  very  much.  Mayor  Webb,  and  I  appre- 
ciate the  fact  that  you  have  a  scheduling  constraint,  as  all  of  us  do 
in  one  way  or  another,  but  we  thank  you  for  coming  over  and  join- 
ing us  for  this  portion  of  the  program.  And  we  will  include  any  ad- 
ditional information  you  would  like  to  include  in  the  record.  We 
will  hold  the  record  open  if  there  is  any  information  you  would  like 
to  include.  Thank  you  very  much  for  joining  us. 

Mayor  Webb.  Thank  you. 

Senator  Robb.  Mayor  DuVal,  as  the  host  mayor  we  thank  you  for 
your  hospitality  and  we  welcome  your  comments. 

STATEMENT  OF  BARRY  E.  DuVAL,  MAYOR,  NEWPORT  NEWS,  VA 

Mayor  DuVal.  Thank  you,  Senator  Robb,  and  Congressman 
Bateman,  and  Congressman  Pickett,  and  Congressman  Scott. 
Thank  you  for  joining  us  here  today.  It  is  encouraging  to  be  able 
to  share  the  table  with  you  for  a  few  minutes  and  to  be  able  to  ex- 
change with  you  ideas  from  a  local  perspective  to  our  Federal  rep- 
resentatives. 

We,  in  the  Hampton  Roads  area,  specifically  Newport  News, 
have  been  very  pleased  with  the  changes  in  the  world.  We  have 
been  extremely  pleased  that  we  have  been  able  to  experience  the 
peace  that  we  have  now,  and  in  the  future. 
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One  of  the  words  that  was  used  in  recent  years  is  that  the 
changes  in  this  particular  world  that  we  live  in  will  provide  us  with 
a  peace  dividend.  Unfortunately,  those  of  us  in  Hampton  Roads 
have  received  the  peace,  but  we  have  found  that  we  are  going  to 
have  to  create  our  own  dividend  in  order  to  transition  through 
these  economic  times. 

I  would  like  to  be  specific  with  you  this  morning  and  allow  you 
know  what  steps  we  are  taking  at  the  local  level  to  initiate  eco- 
nomic conversion,  as  well  as  what  steps  we  are  taking  to  specifi- 
cally work  with  agencies  of  the  Federal  Government  to  provide  you 
with  direct  feedback  that  the  local  government  is  having  in  inter- 
acting with  your  Federal  agencies  so  that  you  might  know  first 
hand  the  experience  that  we  are  having. 

Of  course,  we  are  working  diligently  as  we  have  at  least  the  last 
10  years  to  convert  our  economy,  and  we  are  working  with  local 
agencies  such  as  the  Virginia  Peninsula  Economic  Commission  as 
well  as  creating  new  agencies,  such  as  the  Peninsula  Advanced 
Technology  Center,  all  of  which  you'll  be  hearing  more  about  later 
today. 

We  are  continuing  to  attract  new  jobs  in  new  industries  that  are 
not  defense  related.  But  in  addition  to  working  diligently  and  at- 
tracting new  businesses  to  the  Commonwealth  and  to  the  Virginia 
peninsula,  we  are  working  specifically  with  Federal  agencies. 

We  in  Newport  News  have  established  good  relationships  with 
agencies  that  have  specific  programs  available  for  local  govern- 
ments to  tap.  These  include  the  U.S.  Department  of  Commerce,  the 
Economic  Development  Administration,  and  the  Department  of  De- 
fense through  its  Office  of  Economic  Adjustment. 

I  would  personally  like  to  acknowledge  the  efforts  of  Neal  Noyes 
of  the  EDA  and  Joe  Cartwright  of  the  OEA  with  regard  to  their 
efforts  on  behalf  of  Newport  News  and  the  Virginia  peninsula. 

Specifically,  Newport  News  is  working  with  the  EDA  for  approxi- 
mately $3.1  million  in  Federal  assistance  for  the  industrial  park  in- 
frastructure and  the  revolving  loan  activities.  And  we  just  an- 
noimced,  as  you  heard  earlier  last  Friday,  that  the  city  of  Hampton 
has  received  a  $150,000  grant  from  the  OEA  for  defense  conversion 
planning  activities  as  part  of  a  peninsulawide  application  which 
Newport  News  is  fully  supporting.  We  are  grateful  for  this  and 
these  efforts. 

Moving  to  some  broader  brush  comments  if  I  can,  I  would  like 
to  say  that  from  a  city's  perspective  it  is  difficult  to  separate  the 
talk  and  the  speculation  regarding  the  Federal  defense  conversa- 
tion from  concrete  programs  which  we  might  specifically  have 
fought  for  and  qualified  for. 

We  have  gradually  come  to  understand  that  many  authorized 
Federal  defense  conversion  activities  have  not  been  fleshed  out. 
And  with  rules  and  regulations,  that  a  good  deal  of  Federal  effort 
will  be  directed  toward  the  private  sector.  We  acknowledge  that 
and  we  support  it,  as  well  as  we  support  funding  for  universities 
and  nonprofit  sectors. 

The  most  creative  Federal  initiative  today  is  the  roughly  $500 
million  technology  reinvestment  project.  This  undertaking  is  still 
being  defined,  and  while  there  is  little  direct  city  government  in- 
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volvement,  we  are  encouraging  local  institutions  and  businesses  to 
participate  either  individually  or  in  a  consortium. 

We  are  hopeful  that  area  universities,  Federal  labs  such  as  Lang- 
ley  and  CEBAF,  as  well  as  our  defense  industry  will  successfully 
compete  for  and  receiving  matching  grants  to  develop  dual-use  andl/ 
or  critical  technologies. 

As  I  understand  it,  the  TRP  is  being  structured  so  that  much 
larger  sums  of  money  can  flow  through  these  various  programs 
over  the  next  few  years,  and  the  result  will  likely  be  a  national  in- 
dustrial policy  incrementally  developing  from  this  preliminary  de- 
fense conversation  manufacturing  and  technology  effort. 

As  always,  money  is  a  critical  issue  of  course,  and  we  are  aware 
of  the  Federal  Government's  budgetary  problems.  But  I  am  afraid 
that  many  Federal  defense  conversion  initiatives  will  have  only  a 
marginal  impact  without  additional  funding  for  the  long  term. 

In  evaluating  the  Federal  Government's  overall  efforts  today,  I 
think  the  most  negative  point  would  be  the  difficulty  in  pinning 
down  specific  programs.  It  is  very  frustrating,  both  in  attempting 
to  develop  our  own  proposals  and  in  advising  local  businesses  as 
how  they  may  proceed. 

In  many  cases,  we  still  don't  know  whether  defense  conversion 
funds  are  going  to  be  funneled  through  existing  programs  such  as 
job  training,  or  student  aid,  or  DOD  technology  grants,  or  into  new 
programs  yet  to  be  devised. 

On  a  positive  note,  I  am  advised  by  my  staff  that  the  technology 
reinvestment  program  is  well  organized  and  clearly  publicized. 
Given  the  speed  with  which  this  effort  is  proceedings,  it  is  a  little 
unusual  for  a  Federal  undertaking,  but  we  are  very  encouraged  by 
this  program. 

This  effort  is  led  by  the  Advanced  Research  Projects  Agency  of 
the  Defense  Department  in  conjunction  with  the  Department  of  En- 
ergy, the  National  Science  Foundation,  and  the  Department  of 
Commerce,  and  NASA.  The  program's  800  initiative  and  free  pro- 
gram guide  is  an  outstanding  example  of  well-organized  and  well- 
communicated  Federal  undertakings.  I  would  certainly  commend 
these  agencies  of  the  Federal  Grovernment  for  the  good  start  which 
they  have  made  in  this  important  effort.  I  recommend  this  for  a 
model  for  other  initiatives. 

In  summary,  let  me  express  appreciation  to  you  for  coming  and 
hearing  some  specific  views  from  this  mayor  and  other  mayors  in 
terms  of  what  we  see  working  today  and  what  we  see  needs  to  be 
improved.  And  we  know  that  working  together  and  having  the  op- 
portunity to  communicate  directly  with  you,  we  will  all  be  more 
successful  in  our  endeavors. 

Thank  you.  Senator,  for  this  opportunity. 

Senator  Robb.  Thank  you  very  much,  Mr.  Mayor.  Those  are  very 
specific  suggestions  in  several  areas  that  will  be  very  helpful  to  our 
consideration. 

Now  we  will  move  to  the  south  Hampton  Roads  side.  The  long 
time  mayor  of  the  great  city  of  Virginia  Beach  is  with  us  this  morn- 
ing. Mayor  Meyera  Oberndorf.  Madam  Mayor,  would  you  be  kind 
enough  to  share  whatever  comments  you  would  like  to  have  for  the 
record  with  respect  to  this  hearing? 
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STATEME^^^  of  MEYERA  OBERNDORF,  mayor,  VIRGESriA 

BEACH,  VA 

Mayor  Oberndorf.  Thank  you,  Senator  Robb,  and  thank  you 
very  much  for  having  the  foresight  to  convene  this  hearing  and 
give  us  the  opportunity  to  share  with  you.  Congressman  Bateman, 
Congressman  Scott,  and  my  own  Congressman,  Owen  Pickett,  we 
are  very  grateful  that  you  all  have  come  also  to  listen. 

As  you  said,  I  am  Meyera  Oberndorf,  and  I  am  the  mayor  of  Vir- 
ginia Beach.  As  you  know,  Virginia  Beach  is  made  up  of  approxi- 
mately 415,000  persons,  and  is  the  largest  city  in  Virginia.  Fur- 
thermore, the  Federal  presence  through  the  defense  establishment 
is  extremely  strong  in  Virginia  Beach  and  is  one  of  the  foundations 
of  our  diversified  economy. 

I  think  all  of  us  can  agree  that  the  defense  budget  needs  to  be 
reevaluated  in  the  light  of  the  thankfully  lessening  world  tensions. 
However,  I  want  to  voice  my  concern  that  we  be  extremely  careful 
in  the  downsizing  of  the  military.  In  my  estimation,  every  other 
time  the  Federal  Government  has  gone  through  a  large  downsizing 
in  the  military,  they  and  we  have  done  a  very  poor  iob. 

One  need  only  look  at  the  build  down  following  the  Vietnam  war 
which,  although  it  did  not  affect  this  area  appreciably  because  of 
the  robust  growth  of  the  economy  in  general,  nevertheless  caused 
great  harm  to  the  military's  readiness. 

During  the  post- Vietnam  build  down,  for  instance,  the  region  lost 
40,000  defense-related  jobs.  However,  we  gained  80,000  additional 
jobs  for  a  net  increase  over  about  an  8-year  period  of  time  of  ap- 
proximately 40,000  new  jobs.  However,  this  current  build  down  I 
am  very  much  less  sanguine  about  the  nondefense  economy,  since 
the  projections  for  the  State  of  Virginia  is  that  the  economy  will 
probably  grow  as  little  as  2  percent  and  no  more  than  4  percent. 

I  am  also  concerned  that  many  of  the  recommendations  made  to 
the  Base  Realignment  and  Closure  Commission  were  based  on 
purely  statistical  computations  of  capacity.  For  instance,  the  Naval 
Air  Depot  in  Norfolk  is  being  proposed  for  closing  because  there  is 
an  excess  capacity  for  rework  available  on  the  east  coast.  The  work 
now  done  at  NADEP  Norfolk,  for  instance,  is  scheduled  to  be  trans- 
ferred to  Cherry  Point,  NC. 

This  evaluation  was  made  purely  on  the  basis  of  available  capac- 
ity. No  component  of  the  evaluation  was  given  to  accessibility  to 
the  fleet,  travel  time  and  cost  to  move  the  airframes,  et  cetera,  to 
be  worked  on  between  Hampton  Roads  and  North  Carolina  and 
then  returned;  off  base  infrastructure;  and  the  ability  of  the  Cherry 
Point  area,  for  instance,  to  provide  additional  skilled  workers  and 
accept  the  expansion  in  its  population  base. 

And  I  must  say  that  Virginia  Beach  is  blessed  that  33  percent 
of  all  the  NADEP  employees  live  in  the  city  of  Virginia  Beach,  so 
obviously  my  concern  in  every  parochial  in  addition  to  wanting  the 
strength  of  the  United  States  to  prevail. 

These  are  all  very  important  considerations.  The  only  thing  more 
important  than  these  considerations,  however,  is  that  we  not  leave 
a  hollow  defense  force.  As  I  mentioned  in  the  beginning  of  these  re- 
marks, the  periods  after  World  War  H,  the  Korean  war,  and  Viet- 
nam war  were  also  marked  with  large  drawdowns  of  the  defense 
establishment  in  this  country. 
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When,  and  not  if,  the  next  Saddam  Hussein  or  other  despot  rises 
up  against  our  democracy,  this  country  will  need  to  respond.  If  we 
end  up  with  a  hollow  shell  as  we  have  done  under  the  last  three 
build  downs,  we  may  not  have  the  time  or  the  money  to  rebuild  our 
defense  capacity.  Thus,  we  need  to  do  this  job  right  and  to  do  it 
carefully,  and  to  make  as  few  mistakes  as  possible. 

And  in  deference  to  this  committee,  I  would  like  to  take  this  op- 
portunity, on  behalf  of  the  citizens  of  Virginia  Beach  and  my  coun- 
cil to  thank  you.  Senator  Robb,  vou  Congressman  Bateman,  you 
Congressman  Scott,  and  our  own  fearless  Congressman  Owen  Pick- 
ett for  the  unstinting  support  you  all  have  given  us  on  the  Lake 
Gaston  issue.  It  is  very  horrifying  to  think  of  a  city  that  is  the  larg- 
est in  the  Commonwealth  that  is  being  strangled  and  brought  to 
its  knees  for  the  lack  of  a  reliable  water  source. 

So,  no  matter  how  much  planning  for  defense  conversion  that  we 
may  do,  if  we  are  not  able  to  keep  our  city  from  dying  of  thirst  then 
we  have  accomplished  very  little  else.  I  realize  that  I  am  preaching 
to  the  choir  but  I  am  very  sincere  in  saying  thank  you  to  each  and 
every  one  of  you. 

Again,  I  thank  you  for  the  opportunity  to  be  here  and  speak.  We 
all  realize  that  some  shared  sacrifice  is  necessary.  However,  it  is 
extremely  important  that  our  military  readiness  be  maintained. 

Thank  you. 

Senator  RoBB.  Thank  you  very  much.  Madam  Mayor.  You  men- 
tioned that  you  were,  "preaching  to  the  choir"  and  indeed  I  think 
that  there  is  widespread  concurrence  in  virtually  all  that  has  been 
said  today  with  those  that  are  represented  here.  But  I  think  your 
points  with  regard  to  the  military  downsizing  are  particularly  ap- 
propriate and  we  thank  you. 

To  conclude  the  panel  of  distinguished  mayors,  we  have  the 
mayor  of  Norfolk.  I  had  the  privilege  of  having  breakfast  this  morn- 
ing with  the  mayor,  so  I  am  delighted  to  see  him  for  yet  a  second 
time  this  morning. 

Without  further  ado,  may  I  present  Dr.  Mason  Andrews,  the 
mayor  of  the  great  city  of  Norfolk. 

STATEMENT  OF  MASON  C.  ANDREWS,  MAYOR,  NORFOLK,  VA 

Mayor  Andrews.  Thank  you,  Senator  Robb,  and  distinguished 
Congressmen  also.  All  Congressmen  are  distinguished,  as  you 
know,  but  ours  are  particularly  distinguished. 

We  know  that  reductions  in  defense  expenditures  must  occur,  but 
we  are  all  concerned  that  these  be  carefully  crafted  to  protect  the 
national  interest  and  to  have  the  soundest  economic  consequences. 

Senator  Robb.  Dr.  Andrews,  if  I  may  just  one  moment?  One  of 
the  difficulties  that  we  have  this  morning  is  that  the  air  condi- 
tioning is  not  working  so  we  have  to  leave  the  door  over  here  open, 
which  is  not  conducive  to  the  tranquility  that  we  would  otherwise 
like  to  have,  except  for  the  presentations.  So,  please  bear  with  us. 

But  I  would  ask  each  of  the  people  who  are  on  the  panels  and 
making  presentations  if  they  would  get  as  close  to  the  microphone 
as  they  can  because  we  are  competing  with  the  students  who  are 
changing  classes  from  time  to  time,  and  others  who  are  coming  in 
and  out,  and  just  the  conditions  of  nature  over  which  we  have  lim- 
ited control. 
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Mayor  Andrews.  I  thought  I  was  eating  it,  but  I  do  not  know, 
I  will  get  closer.  [Laughter.] 

I  was  about  to  say  that  we  ask  that  you  and  your  colleagues  help 
those  who  are  responsible  for  the  details  of  making  these  decisions 
to  get  as  much  accurate  information  about  local  proposals  and  their 
relationship  to  accepted  national  goals,  as  I  am  sure  you  do. 

I  did  want  to  concentrate,  in  the  interest  of  time,  on  four  specific 
proposals.  The  first,  as  you  have  heard  serious  questions  have  al- 
ready been  raised  about  the  wisdom  of  closing  the  Norfolk  Naval 
Aviation  Depot  in  view  of  the  continuing  local  requirement  for 
much  of  its  capabilities,  even  in  the  reduced  Navy  and  other  mili- 
tary forces  in  Hampton  Roads,  and  in  view  of  the  already  existing 
skills  and  facilities  and  the  costs  of  moving  the  work,  as  Meyera 
as  well  described. 

Second,  and  more  in  your  immediate  purview,  we  believe  it 
would  be  costly  from  all  standpoints  not  to  go  forward  with  the 
funding  in  fiscal  year  1995  for  the  next  replacement  aircraft  car- 
rier, CVN-76.  Deferral  would  be  costly  in  dollars  to  complete  later 
this  previously  agreed  upon  requirement  for  appropriate  national 
defense.  The  cost  in  economic  disruption,  including  unemployment 
costs,  is  additional. 

During  the  campaign.  President  Clinton  was  reported  to  say  that 
we  need  CVN-76,  "in  the  mid-nineties  as  planned."  We  would  urge 
a  renewed  public  commitment  from  the  President  to  fully  fund  this 
carrier  in  1995  as  planned. 

Now,  we  are  a  maritime  nation  dependent  on  the  seas  for  our  se- 
curity, trade,  and  world  influence.  The  aircraft  carrier  has  been 
and  will  continue  to  be  the  centerpiece  of  American  maritime  deter- 
rence and  defense.  The  timely  commitment  to  construction  of  this 
carrier  is  important  to  Norfolk  as  well  as  all  other  Virginia  commu- 
nities. 

Three,  revitalization  of  the  U.S.  maritime  industry  is  another 
matter  of  great  significance  to  us  and  to  the  Nation,  and  now  is  the 
right  time.  Owen  Pickett  has  well  stated  this.  We  need  a  strong 
sealift  capability  to  meet  the  deployment  requirements  of  a  major 
contingency.  As  modern  conflicts  nave  repeatedly  demonstrated, 
U.S. -flag  cargo  ships  and  liners  under  contract  with  the  Grovern- 
ment  are  a  vital  part  of  that  capability. 

Furthermore,  it  can  mean  putting  thousands  of  Americans  back 
to  work  if  it  embodies  trade  policies  that  eliminate  unfair  ship  re- 
pair subsidies  for  our  competitors. 

Four,  if  all  the  preceding  were  accomplished,  there  would  still  be 
loss  of  employment  due  to  the  defense  build  down.  Utilizing  exist- 
ing displaced  skills  and  the  new  skills  proposed  through  retraining 
programs  will  require  that  new  types  of  activities  be  established 
which  will  meet  important  public  goals.  Some  of  these  will  be  de- 
scribed here  later  today,  and  I  will  not  go  into  them. 

Furthermore,  tangentially,  we  would  urge  you  to  help  to  make 
sure  that  during  this  time  of  adjustment  problems  are  not  exacer- 
bated by  other,  less  visible  Federal  decisions.  For  example,  elimi- 
nating the  Impact  Aid  Program  which  cities  like  Norfolk,  Virginia 
Beach,  and  Portsmouth  rely  on  to  assist  in  the  educational  costs  as- 
sociated with  nontaxable  military  presence  would  be  costly  to  our 
communities. 
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Thank  you  very  much  for  holding  these  hearings  and  for  examin- 
ing these  troubhng  and  important  issues. 

[The  prepared  statement  of  Mayor  Andrews  follows:] 

Prepared  Statement  of  Mayor  Mason  Andrews 
evaluating  the  federal  response  to  defense  cuts 

I  am  Mason  Andrews,  Mayor  of  the  City  of  Norfolk.  Thank  you  for  giving  the  City 
of  Norfolk  this  opportunity  to  offer  our  Evaluation  of  the  Federal  Response  to  De- 
fense Cuts. 

First,  we  would  ask  that  you  and  your  colleagues  in  Norfolk  help  those  who  are 
responsible  to  determine  as  accurately  as  possible  the  actual  cost  efiectiveness  of 
sjjecific  local  proposals  and  their  relationship  to  accepted  national  defense  goals. 

Serious  questions  have  been  raised  about  the  wisdom  of  closing  the  Norfolk  Naval 
Aviation  Depot  in  view  of  the  continuing  local  requirement  for  much  of  its  capabili- 
ties in  the  reduced  Navy  and  other  military  forces  in  Hampton  Roads,  and  in  view 
of  the  already  existing  skills  and  facilities  locally. 

More  in  your  immediate  purview,  we  believe  it  would  be  costly  from  all  stand- 
points not  to  go  forward  with  full  funding  in  FY  1995  for  the  next  replacement  air- 
craft carrier,  CVN-76.  Deferral  would  be  costly  in  dollars  to  complete  later  this  pre- 
viously agreed  upon  requirement  for  appropriate  national  defense.  The  cost  in  eco- 
nomic disruption,  including  unemployment  costs,  is  additional. 

During  the  campaign,  President  Clinton  was  reported  to  say  that  we  need  the 
CVN-76  "in  the  mid-1990s  as  planned".  (Defense  Week,  July  13,  1992) 

WE  WOULD  URGE  YOU  TO  SEEK  A  RENEWED  PUBLIC  COMMITMENT 
FROM  THE  PRESIDENT  TO  FULLY  FUND  THIS  CARRIER  IN  FY  1995,  AS 
PLANNED. 

We  are  a  maritime  nation,  dependent  on  the  seas  for  our  security,  trade,  and 
world  influence.  The  aircraft  carrier  has  been  and  will  continue  to  be  the  centerpiece 
of  American  maritime  deterrence  and  defense. 

The  commitment  to  timely  construction  of  this  carrier  is  important  to  Norfolk,  as 
well  as  other  Virginia  communities  and  the  nation,  because  of  the  scale  of  the 
project  and  the  reasons  just  cited. 

REVITALIZATION  OF  THE  U.S.  MARITIME  INDUSTRY  IS  ANOTHER  MAT- 
TER OF  GREAT  SIGNIFICANCE  TO  US  AND  TO  ThE  NATION,  AND  NOW  IS 
THE  RIGHT  TIME.  We  think  Congressman  Pickett  is  precisely  on  point  when  he 
stated  recently  that  nowhere  is  leadership  more  urgently  needed  than  in  the  task 
of  strengthening  our  domestic  maritime  industries.  (The  Virginian-Riot,  March 
1993) 

We  need  a  strong  sealift  capability  to  meet  the  deployment  requirements  of  a 
major  contingency,  as  modem  conflicts  have  repeatedly  demonstrated,  and  U.S.  flag 
cargo  ships  and  liners  under  contract  with  the  government  are  a  vital  part  of  that 
capability. 

A  strong  maritime  policy  is  more  than  a  national  security  issue,  however,  because 
it  can  mean  putting  tnou sands  of  Americans  back  to  work  if  it  embodies  trade  poli- 
cies that  eliminate  the  unfair  ship  repair  subsidies  of  our  competitors. 

If  all  the  preceding  were  accomplished,  there  would  still  be  loss  of  employment 
due  to  the  defense  build-down.  Utilizing  existing  displaced  skills,  and  the  new  skills 
proposed  through  retraining  programs,  will  require  that  new  types  of  activity  be  es- 
tablished which  will  meet  important  public  goals.  Some  of  these  will  be  described 
later  here  today. 

Furthermore,  we  would  urge  you  to  help  to  make  sure  that  this  period  of  adjust- 
ment is  not  exacerbated  by  other,  less  visible  federal  decisions.  For  example,  elimi- 
nating the  Impact  Aid  Program,  which  cities  like  Norfolk  rely  on  to  assist  in  the 
educational  costs  associated  with  the  non-taxable  military  presence,  would  be  a  cost- 
ly blow  to  our  community. 

Thank  you  for  giving  us  this  opportunity  to  discuss  the  Federal  Response  to  De- 
fense Cuts. 

Senator  ROBB.  Thank  you  very  much,  Mayor  Andrews.  And  I 
thank  all  of  the  mayors  for  their  participation.  Before  we  move  on 
to  the  next  panel,  I  wonder  if  the  mayors — and  let  me  comment 
that  all  of  the  items  that  have  been  mentioned,  number  one,  do  not 
come  as  a  surprise  certainly  to  those  of  us  assembled  here.  But  I 
think  all  of  us  recognize  the  importance. 
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In  terms  of  establishing  Federal  priorities,  I  wonder  if  the  may- 
ors would  address  the  question  of,  first  of  all,  where  the  impact 
seems  to  be  coming  now,  or  where  the  specific  impact  in  their  com- 
munities may  seem  to  be  most  difficult  to  contend  with,  and  what 
types  of  activities  that  the  Federal  Government  is  contemplating  or 
currently  doing  would  be  most  helpful  if  given  accelerate  priority, 
whatever  the  case  may  be. 

In  other  words,  some  sense  of  how  the  current  and  prospective 
cuts  and  downsizing  are  going  to  affect  the  communities  in  terms 
of  specific  areas.  And  then  what  kinds  of  things  that  we  are  doing 
would  be  most  helpful  if  we  expedite.  Mayor  DuVal. 

Mayor  DuVal.  Certainly.  I  think  in  general  terms,  all  of  the  com- 
ments that  have  been  said  today  are  helpful.  In  specific  terms,  on 
the  Virginia  Peninsula  we  are  looking  at  potentially  a  significant 
number  of  people  continuing  to  be  reduced  in  workforce  both  at 
Newport  News  shipbuilding  and  then,  of  course,  the  dependency  of 
at  least  two  jobs  for  every  one  job  with  the  Newport  News  ship- 
building. 

We  are  very  interested  in  you  continuing  to  pursue  opportunities 
that  will  help  us  train  workers  for  new  jobs  and  new  industries.  We 
recognize  the  responsibility  of  the  Commonwealth  and  the  respon- 
sibility of  local  government  to  actually  go  out  and  marshall  the  new 
industries.  And  Senator,  as  a  Governor  you  certainly  did  that,  and 
we  have  benefited  from  your  efforts  and  the  efforts  of  others  who 
have  participated  in  State  government. 

We  work  closely  with  the  department  of  economic  development  in 
the  Commonwealth  to  provide  local  industries,  but  we  have  had  in- 
dustries locate  here  recently  that,  in  fact,  have  been  somewhat  sur- 
prised in  their  employment  of  our  workforce  in  that  many  of  the 
skills  that  were  needed  by  these  particular  industries  were  not 
readily  available. 

And  I  want  to  say  that  if  not  for  the  efforts  of  the  universities 
and  educational  institutions,  we  would  have  been  at  risk  in  not 
preparing  the  workforce,  such  as  Thomas  Nelson  assisting  in  work- 
er retraining  and  worker  training  of  Siemens,  which  is  at  Newport 
News  and  Lucas  Industries,  which  is  here  at  Hampton. 

So,  funding  for  worker  retraining  and  helping  us  to  provide  the 
opportunity  to  continue  to  meet  the  workforce  technical  changes 
that  are  occurring  in  the  future  will  be  of  great  assistance  to  us  in 
the  future.  And  that  would  be  one  specific  way.  And  you  will  hear 
about  opportunities  to  fund  that  in  the  future,  and  your  agencies 
are  already  hearing  about  local  efforts  that  we  have  to  do  that. 

Senator  RoBB.  Thank  you,  Mr.  Mayor.  Mayor  Obemdorf  or 
Mayor  Andrews. 

Mayor  Oberndorf.  I  think  I  can  echo  Mayor  DuVal's  emphasis 
on  the  job  retraining  funds.  Obviously,  what  we  are  worried  about 
in  Virginia  Beach  is  the  loss  of  the  jobs  in  the  civilian  sector  that 
are  of  significant  salary  levels  that  will  be  difficult  to  duplicate  in 
the  near  term,  meaning  in  the  next  3  to  5  years.  So,  obviously  any 
emphasis  that  can  be  made  on  retraining  to  provide  that,  and  in 
an  effort — and  I  say  this  without  shame  and  I  say  it  unabashedly — 
in  an  effort  to  give  Virginia  Beach  the  opportunity  to  recruit  eco- 
nomic development  that  will  provide  the  jobs  in  the  private  sector 
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for  those  who  are  being  displaced  would  be  absolutely  the  Lake 
Gaston  project. 

We  are  on  water  restriction,  you  know,  conservation  efforts  now. 
We  had  only  5,000  hookups  left.  And  it  is  very  difficult  to  move  for- 
ward in  enticing  industry  to  come  to  Virginia  Beach. 

And  there  is  one  other  issue.  In  this  time  of  worrying  about  the 
cost  of  government  and  the  like,  the  city  of  Virginia  Beach  would 
be  creating  a  public  works  project  that  would  be  paid  for — that  is, 
the  building  or  construction  of  Lake  Gaston.  And  we  have  asked 
our  citizens  and  we  have  put  away  our  $218  million  to  make  this 
a  reality. 

So,  this  to  me  seems  to  be  the  perfect  opportunity  to  mesh  the 
need  for  more  public  employment  in  the  private  sector  without 
costing  the  Federal  Government  a  dime,  and  yet  would  be  of  great 
assistance  in  seeing  to  it  that  our  civilian  force  has  the  opportunity 
to  find  jobs  in  the  private  sector.  And  that  would  be  my  greatest 
emphasis,  the  retraining. 

I  would  like  to  say  it  is  good  to  know  that  the  conversion  of  sail- 
ors to  teacher  or  armed  force  members  to  teachers  is  very  welcome. 
But  in  addition  to  that  Lake  Gaston,  Lake  Gaston,  Lake  Gaston. 
[Laughter.] 

Senator  RoBB.  Madam  Mayor,  I  think  we  have  picked  up  the 
drift  of  your  priority.  Let  me  say,  as  one  who  has  worked  with  the 
city  for  I  guess  it  has  been  over  a  decade  now,  and  I  had  hoped 
that  this  would  have  been  a  complete  project  long  ago,  you  have 
in  Congressman  Owen  Pickett  someone  who  has  fought  very  tena- 
ciously to  move  this  along.  Senator  Warner  and  I  are  pleased  to 
work  with  the  rest  of  the  Hampton  Roads  delegation  to  try  to  make 
this  a  reality. 

I  share  your  concern,  and  I  understand  how  that  fits  in  very 
nicely  with  respect  to  the  alternative  opportunities  that  are  avail- 
able in  employment  with  respect  to  defense  downsizing. 

Mayor  Andrews,  could  I  just  ask  you  to  comment  as  well  on 
whether  or  not  there  has  been  any  discernible  impact  so  far  in  the 
nondefense-related  community  or  workforce  that  you  can  directly 
attribute  to  any  reductions  that  have  taken  place  to  date? 

Mayor  Andrews.  Well,  obviously  Norfolk  Ship  is  unemployed  in 
large  numbers,  and  Metro  Machine. 

Senator  Robb.  I  was  thinking  in  terms  of  the  rest  of  the  commu- 
nity, the  spinoff  jobs.  Mayor  DuVal  made  reference  to  that  fact  that 
you  create  a  couple  of  more  jobs,  and  there  are  various  multipliers. 
But  has  there  been  any  significant  impact  in  the  support  commu- 
nity? Maybe  that  is  the  way  I  should  ask  the  question. 

Mayor  Andrews.  I  think  it  is  too  soon  to  identify  that,  but  it  is 
real,  and  it  will  be  real.  The  economic  development,  which  Meyera 
mentioned,  is  real.  They  read  our  papers  and  they  are  uncertain 
about  whether  disaster  is  going  to  strike.  So,  even  the  very  things 
you  want  to  replace  the  defense  jobs  we  have  a  harder  time  getting 
until  such  a  time  as  there  is  a  resolution  and  we  just  hope  it  will 
be  soon. 

I  wanted  to  respond  to  your  other  question.  The  issue  is  jobs,  old 
jobs  and  new  jobs.  The  old  jobs,  for  instance  at  Metro  Machine, 
they  had  contracts  ready  to  go  and  then  they  were  stopped.  And 
then  you  have  got  to  pay  those  people  unemployment,  and  the 
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ships  do  not  get  fixed.  So,  a  certain  skill  in  manipulating  the  sched- 
ule would  be  great. 

And  I  think  those  shipyards  are  working  to  get  other  types  of 
work  as  all  of  them  are,  competing  with  each  other  obviously.  But 
the  scheduling,  the  bringing  it  to  a  head  so  that  we  can  stand  unit- 
ed as  a  place  that  is  good  to  create  a  new  business. 

But  the  old  jobs,  we  have  heard  about  the  Naval  Air  rework  facil- 
ity and  the  people  with  skills  and  work  to  be  done.  That  is  an  issue 
which  has  not  materialized  yet. 

The  new  jobs,  if  we  retrain  people  to  be  teachers,  and  that  is 
great,  but  the  technical  skills,  the  initiatives  in  creating  a  new  type 
of  activity  that  really  meets  the  national  purpose — and  I  think  you 
will  hear  something  about  that  today.  Shipbuilding  is  one  of  our 
big  industries. 

Senator  Robb.  We  have  some  experts  that  are  going  to  be  follow- 
ing in  the  panels  that  come  at  this  point. 

Let  me  ask  my  congressional  colleagues  if  there  are  any  ques- 
tions that  they  would  like  to  direct  to  the  mayors  before  we  thank 
them  and  excuse  them  from  this  particular  panel? 

Mr.  Bateman.  I  would  have  some,  except  I  see  an  array  of  very 
distinguished  witnesses  out  there  who  may  not  get  to  testify,  so  I 
will  talk  to  them  on  a  more  personal  basis.  But  I  thank  them  all. 
Your  statements  were  excellent. 

Senator  Robb.  Congressman  Pickett. 

Mr.  Pickett.  Well,  I  was  just  going  to  mention.  Senator,  that  one 
of  the  issues  that  seems  to  keep  coming  up  is  the  one  of  commu- 
nication; of  being  able  to  get  information  and  communicate  infor- 
mation to  the  right  source. 

So,  I  know  that  the  mayors  probably  have  a  lot  of  comments  they 
want  to  make,  but  I  think  this  is  an  issue  that  needs  a  lot  of  atten- 
tion because  in  many  cases  the  programs  are  there,  the  opportuni- 
ties are  there,  but  there  is  mismatch  because  of  a  lack  of  adequate 
communication. 

Senator  Robb.  Hopefully  this  process  this  morning  will  give  us 
an  opportunity  to  at  least  identify  additional  lines  of  communica- 
tion in  that  area. 

Congressman  Scott,  do  you  have  any  questions  for  the  mayors? 

Mr.  Scott.  I  do  not  have  any  questions,  Senator  Robb,  but  I 
think  the  fact  that  we  agree  with  just  about  everything  that  has 
been  said  shows  that  the  lines  of  communication  have  obviously 
been  opened.  A  couple  of  people  made  comments  about  the  ship- 
building and  the  maritime  industry,  and  obviously  we  could  benefit 
this  area  a  great  deal  by  revitalizing  the  maritime  industry  so  that 
our  ships  can  become  competitive  on  an  international  basis. 

There  are  some  serious  problems,  and  I  think  we  can  resolve 
them  on  a  Federal  level.  I  am  not  sure  exactly  what  the  solutions 
are  going  to  be,  but  we  are  going  to  be  working  on  it  this  year. 

Mayor  Andrews.  Senators,  the  ports  have  been  more  a  State 
issue,  but  I  just  would  like  to  report  that  the  vision  which  the  State 
had  under  your  leadership  and  others  has  put  us  in  a  very  competi- 
tive position.  The  ships  are  important  to  those  who  unload  them 
and  operate  them,  and  the  foreign  businesses  that  locate  here.  So, 
I  think  that  is  a  goal  for  Hampton  Roads. 


20 

Senator  RoBB.  Thank  you  very  much,  Mr.  Mayor.  Mayor  DuVal, 
Mayor  Obemdorf,  and  Mayor  Andrews,  thank  you  all  for  coming. 
We  appreciate  very  much  your  taking  time  out  of  I  know  very  busy 
schedules  to  come  over. 

As  you  could  see,  you  had  a  lot  of  nodding  going  on  during  your 
presentations,  but  I  think  that  they  did  focus  on  areas  that.  No.  1, 
we  agree  upon,  but  No.  2,  that  are  extremely  important  to  the  area, 
and  that  they  have  application  in  other  parts  of  the  country  that 
have  similar  circumstances  to  those  that  we  find  ourselves  in  in 
Hampton  Roads.  We  thank  you  very  much  for  your  participation. 

If  I  might  now  invite  the  panel  of  community  representatives  to 
come  forward  and  to  take  places  at  the  table.  General  Loh,  if  you 
and  the  others  that  are  here  would  be  kind  enough  to  come  for- 
ward, we  would  move  directly  into  the  second  panel. 

Gentlemen,  we  will  go  ahead  and  continue  because  I  know  that 
we  are,  as  all  hearings  do,  running  a  few  minutes  behind  already, 
and  we  will  try  to  catch  up  somewhat.  Again  to  the  mayors,  a  very 
sincere  thanks  for  being  with  us. 

I  will  not  go  into  lengthy  introductions  because  in  most  cases, 
and  particularly  the  participants  from  this  area  are  well  known. 
And  to  those  of  us  from  the  congressional  side,  we  are  familiar  with 
the  experts  that  have  come  from  Washington  to  be  with  us  for  this 
particular  hearing. 

We  will  begin  with  General  Loh,  who  is  not  only  the  Command- 
ing Greneral  here  at  the  Air  Combat  Command,  but  who  also  has 
a  role  in  the  State  response. 

He,  with  the  secretary  of  economic  development,  Kate  McGinnis, 
have  cochaired  a  State  task  force  to  deal  with  the  State  response 
and  the  State  challenge  affecting  the  whole  question  of  defense 
downsizing,  base  closure,  and  what  have  you.  AJid  I  had  the  privi- 
lege of  testifying  before  their  committee  and  had  the  benefit  of  an 
excellent  report  that  they  issued  not  too  long  ago,  and  continue  to 
work  with  them. 

But  General  Loh,  could  you  in  your  capacity  not  as  Combat  Air 
Command  CINC  but  as  the  chair  or  cochair  of  State  Task  Force  on 
Economic  Development,  could  you  share  your  response  with  us  this 
morning,  sir. 

STATEMENT  OF  GEN.  JOHN  M.  LOH,  Am  COMBAT  COMMAND, 
HQ  ACC,  COCHAIRMAN,  GOVERNOR'S  COMMISSION  ON  DE- 
FENSE CONVERSION  AND  ECONOMIC  ADJUSTMENT,  STATE 
OF  VIRGINIA 

General  Loh.  I  would  be  happy  to.  Senator  Robb.  Thank  you  for 
giving  me  the  opportunity  to  appear  before  the  committee  this 
morning.  And  I  thank  Congressman  Bateman,  Congressman  Pick- 
ett, and  Congressman  Scott  for  taking  their  time  to  spend  on  this 
subject. 

As  you  mentioned,  I  am  not  here  in  my  major  capacity  and  re- 
sponsibility as  the  commander  of  the  Air  Force's  largest  major  com- 
mand, but  I  do  appreciate  the  opportunity  to  come  and  talk  be- 
cause I  have  had  some  experience  and  a  great  deal  of  knowledge 
in  this  particular  area  of  defense  conversion  over  the  years. 

I  would  also  comment  that  I  appreciate  the  informality  of  this 
hearing.  It  is  not  as  elegant  as  those  that  we  testified  to  m  Wash- 
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ington,  but  I  am  thankful  for  the  informality,  and  I  am  also  a  lot 
more  relaxed  than  I  would  be  under  some  of  those  conditions  when 
we  are  fighting  for  dollars  and  force  structure  and  other  things 
that  we  so  desperately  need. 

I  also  appreciate  the  fact  that  each  of  you  has  been  a  very  strong 
supporter  of  a  strong  national  defense  over  the  years,  and  I  thank 
you  for  that.  And  I  thank  you  for  the  fact  that  we  continue  to  need 
that  support  now  as  we  have  always  had  because  of  the  issue  of 
defense  downsizing  that  is  going  on  right  now. 

By  way  of  background,  a  lot  of  people  have  asked  me  how  did  I 
get  hooked  into  this  part  of  the  business,  since  it  is  not  my  major 
responsibility,  although  it  is  becoming  more  and  more  importantly 
a  responsibility  of  senior  military  leaders  to  understand  the  charac- 
teristics of  defense  downsizing  and  how  we  have  to  make  the  con- 
tribution for  defense  conversion. 

But  when  I  returned  to  the  peninsula  2  years  ago  for  a  second 
tour  here,  I  could  foresee  the  drawdown  of  defense.  It  was,  in  fact, 
beginning  to  occur  at  that  time,  but  now  it  is  upon  us  in  full  meas- 
ure. But  I  could  also  see  on  the  peninsula,  in  Hampton  Roads,  and 
in  the  Commonwealth  a  tremendous  capacity  for  improving  the 
high-technology  content  of  the  economic  development  of  the  com- 
munity, and  the  need  for  a  commonwealth  like  Virginia,  for  the 
Hampton  Roads  and  for  the  peninsula  to  continue  to  be  competitive 
economically  in  order  to  maintain  market  shares  for  the  various  in- 
dustries that  we  are  trying  to  attract  here  globally. 

And  because  I  had  had  a  previous  assignment  as  a  commander 
of  the  Air  Force's  largest  research  and  development,  and  acquisi- 
tion organization,  the  Aeronautical  Systems  Division  in  Ohio  sev- 
eral years  ago,  I  saw  a  need  to  set  up  a  similar  center  at  that  time 
to  facilitate  such  things  as  technology  transfer  and  workforce  re- 
training, and  improving  the  science  and  engineering  education  ca- 
pacity of  the  region. 

I  had  done  that  in  that  previous  assignment  by  setting  up  a  cen- 
ter to  facilitate  the  technology  transfer  of  technology  which  has 
been  developed  in  our  Federal  laboratories,  in  this  case  our  Air 
Force  laboratories  at  Wright-Patterson  Air  Force  Base,  to  the  State 
of  Ohio  and  other  States  as  well  as  establishing  workforce  retrain- 
ing for  areas  such  as  manufacturing  technology,  where  we  had  a 
lot  of  basic  research  and  development  ongoing  in  the  laboratories. 

So,  I  brought  with  me  that  background  here  to  the  peninsula  sev- 
eral years  ago,  and  as  a  measure  of  a  commitment  to  community 
service  began  working  with  the  local  leaders  in  order  to  try  and  fa- 
cilitate the  establishment  of  a  comparable  center  that  would  bring 
together  government  researchers,  local  business  leaders,. and  local 
educators  to  try  and  transfer  technology  from  our  Government — in 
this  case  Air  Force  laboratories,  and  NASA  Langley,  and  CEBAF 
to  the  local  community  to  facilitate  commercialization  of  that  tech- 
nology and  economic  development  for  the  peninsula. 

That  has  turned  into  a  fairly  lucrative  initiative  over  the  past 
couple  of  years,  and  we  have  established  an  entity  on  the  peninsula 
which  we  are  calling  the  Peninsula  Advanced  Technology  Center  to 
help  with  that  facilitation. 

And  then  along  came  defense  conversion  about  a  year  and  a  half 
ago,  and  so  I  was  asked  to  cochair  the  Governor's  Commission  on 
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Defense  Conversion  and  Economic  Adjustment,  and  I  gladly  accept- 
ed. And  I  will  talk  about  some  of  the  findings  that  we  have  discov- 
ered in  our  work  throughout  the  Commonwealth  over  the  past  6  to 
9  months  in  that  capacity. 

But  first  let  me  just  mention  a  couple  of  comments  about  defense 
downsizing  and  conversion  in  general.  As  George  Allen  used  to  say 
with  the  Redskins,  "the  future  is  now,"  We  are  in  the  process  of 
defense  conversion  and  downsizing.  As  you  well  know,  the  active 
duty  military  is  downsizing  from  2.1  million  a  few  years  ago  down 
to  now  1.4  million.  That  means  one  in  three  people  in  uniform  are 
now  leaving  the  services,  and  they  are  leaving  right  now.  In  the 
spring  of  1993  it  is  happening. 

In  the  case  of  the  Air  Force,  we  are  downsizing  comparably  from 
600,000  to  400,000.  In  the  case  of  my  particular  command,  I  had 
37  bases  in  Air  Combat  Command  just  a  year  ago.  We  are  going 
to  close  13  of  those  bases.  Again,  about  a  35-percent  reduction  in 
bases.  Fortunately,  none  of  those  are  in  Virginia,  but  just  2  weeks 
ago  we  closed  Myrtle  Beach  Air  Force  Base  in  South  Carolina.  We 
closed  three  last  December,  and  we  have  nine  more  to  close  over 
the  next  2  or  3  years. 

People  are  leaving  the  Air  Force  and  the  military  in  large  num- 
bers right  now  through  the  various  incentive  programs  that  the 
Congress  approved  last  year.  And,  of  course,  the  defense  budget 
has  Deen  reduced  by  some  40  percent  since  1986,  the  first  year  of 
a  continual  annual  downturn  in  defense. 

So,  downturn  is  upon  us.  Defense  conversion  is  upon  us.  And 
now  we  have  to  cope  with  it  and  deal  with  it.  Fortunately,  the 
Commonwealth  has  been  ahead  of  the  problem  because  they  have 
had  the  foresight  to  set  up  the  commission  that  I  cochair  with  Sec- 
retary McGinnis  to  set  up  these  mechanisms  that  will  allow  de- 
fense conversion  to  take  place  in  a  more  favorable  way  in  the  Com- 
monwealth than  it  otherwise  would. 

In  my  capacity  as  cochair  of  that  commission  I  have  had  the  good 
fortune  to  travel  throughout  the  Commonwealth  over  the  last  9 
months  to  understand  the  impact  of  defense  downsizing,  perhaps 
an  overreliance  on  defense  industries,  and  the  reduction  in  num- 
bers of  military  personnel  throughout  the  State.  Let  me  just  say 
from  the  outset  that  I  have  found  that  the  people  of  the  State  of 
Virginia  do  not  want  a  handout  in  this  business.  They  are  very 
bright,  they  are  very  smart. 

They  want  support.  They  want  support  mechanisms.  They  want 
some  stimulus  from  local.  State,  and  Federal  Government,  and 
they  want  some  knowledge  as  to  how  to  retrain  workers  and  how 
to  transfer  technology  and  how  to  commercialize  defense  tech- 
nology. And  once  we  do  that  for  them,  then  I  think  you  will  see  the 
results  will  be  very  dramatic. 

The  downsizing  of  defense  is  affecting  Virginia  in  a  big  way.  You 
heard  the  mayors  talk  about  it  on  the  south  side.  In  northern  Vir- 
ginia there  is  defense  downsizing  in  both  the  Government  sector 
and  the  high-technology  sectors  of  Northern  Virginia.  Here  on  the 
peninsula  you  heard  Mayor  DuVal  talk  about  the  shipyard  and  the 
dramatic  downsizing  of  the  shipyard. 

In  my  travels  throughout  the  State  as  cochair  of  the  commission, 
the  same  thing  is  occurring  in  other  regions  of  Virginia.  In  south- 
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west  Virginia  and  Roanoke  and  in  the  Middle  River  Valley,  in 
Radford,  all  of  these  spinoflT  businesses  and  other  organizations 
both  Government  and  commercial  are  undergoing  downsizing.  In 
many  respects,  it  hurts  those  kinds  of  communities  more  than  it 
hurts  a  large  industrial  community  like  northern  Virginia  because 
there  are  very  few  other  economic  opportunities  and  business  op- 
portunities for  those  people  to  turn  to. 

So,  Virginia  does  have  a  high  dependence  on  defense,  and  it  is 
affecting  the  Commonwealth  as  we  go  through  this  painful  period 
of  transition. 

Let  me  point  out  a  few  things  that  the  commission  has  found  in 
terms  of  its  recommendations  and  mechanisms  to  deal  with  the 
downsizing.  There  are  three  areas  that  I  think,  here  on  the  penin- 
sula and  other  regions  of  the  Commonwealth  and  indeed  through- 
out the  country,  we  can  make  headway  during  this  defense  conver- 
sion. One  is  in  the  area  of  technology  transfer  and  technology  tran- 
sition from  Government  technology  to  commercial  technology  and 
from  companies  that  are  dependent  on  defense  technologies  to 
nondefense  technologies. 

I  have  heard  lots  of  stories  about  how  defense  companies  do  not 
do  commercialization  very  well,  and  that  is  true.  But  defense  com- 
panies and  Government  laboratories  that  have  technology  that  can 
be  transferred  for  commercial  application  do  well  when  they  set  up 
a  separate  entity  to  allow  that  technology  to  be  exploited  commer- 
cially using  commercial  techniques  and  commercialization  and  com- 
mercial marketing  and  commercial  product  development.  They  do 
well. 

And  there  are  good  examples  here  on  the  peninsula  of  companies 
that  have  taken  some  of  our  technologies  from  our  laboratories  at 
Wright-Patterson  and  from  NASA-Langley  that  have  commer- 
cialized them  into  nondefense  products  from  companies  that  were 
previously  dependent  on  defense.  I  will  not  go  into  those  examples, 
but  there  are  many,  and  it  can  happen. 

The  dollars  that  are  being  allocated  now  for  dual-use  tech- 
nologies and  technology  transfer  are  very  important.  Through  the 
agency  of  the  advanced  research  projects  agency  and  Dr.  John 
Deutsch,  the  undersecretary  of  defense  for  acquisition,  we  are  fol- 
lowing— we  in  the  Commonwealth  and  the  commission  are  follow- 
ing— that  aspect  very  well  because  we  need  to  be  in  a  position  in 
the  Commonwealth  to  show  the  Advanced  Research  Projects  Agen- 
cy that  we  have  the  capacity  to  handle  those  dollars  in  terms  of 
transferring  Government  technology  for  commercial  application  and 
applying  the  principal  of  dual-use  technology  to  the  defense  dollars 
that  are  appropriated  for  R&D. 

In  my  capacity  in  the  Air  Force,  I  have  also  involved  in  ensuring 
that  our  laboratories  promote  technologies  that  have  dual  use,  and 
we  set  up  from  the  outset  the  mechanisms  that  allow  that  tech- 
nology to  be  exploited  for  defense  applications  as  well  as 
nondefense  applications  from  the  very  beginning.  That  is  very  im- 
portant from  this  time  forward  in  our  Air  Force  and  defense  re- 
search and  development. 

There  are  many  technologies  that  are  available  for  exploitation 
that  I  have  had  experience  in  that  have  been  useful  in  this  area. 
Lasers  come  to  mind.  Materials  technology  that  we  have  developed 
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for  composites  and  stealth  technology  are  available  for  a  whole  se- 
ries of  commercial  applications.  Fiber  optic  technology,  electronic 
devices,  manufacturing  technologies  that  are  applicable  to  defense 
are  more  than  applicable  for  nondefense  applications,  and  that  will 
make  us  globally  competitive  as  we  improve  our  ability  to  manufac- 
ture better.  And  on  and  on  and  on. 

So,  in  this  business  of  technology  transfer,  the  Commonwealth 
can  benefit  greatly  by  setting  up  mechanisms  such  as  we  have  here 
on  the  peninsula  with  the  Advanced  Technology  Center  to  facilitate 
that  transfer. 

The  second  area  is  in  workforce  retraining.  Again,  I  have  heard 
a  lot  of  comments  in  the  media  lately  about  the  difficulty  of  re- 
training workers  who  have  been  involved  in,  say,  shipbuilding  or 
auto  manufacturing  for  almost  a  career  and  trying  to  retrain  them 
for  high-technology  industries.  It  can  be  done.  I  have  seen  it  done. 

In  fact  we  are  in  an  institution  right  now,  Thomas  Nelson,  that 
has  a  very  active  program  in  retraining  workers  from  what  I  say 
is  blue  collar  low-technology  to  blue  collar  high-technology  skills.  It 
is  happening  right  here  at  Thomas  Nelson  for  a  whole  series  of 
companies  that  exist  on  the  peninsula  and  retaining  their  workers 
and  other  workers  that  are  displaced  by  the  defense  downsizing 
into  initiating  them  into  high-technology,  blue  collar  work  for  the 
Commonwealth,  and  in  this  case,  for  the  peninsula. 

Also,  we  have  in  the  military  people  that  are  leaving  the  Air 
Force,  Navy,  Army,  Marine  Corps,  that  are  very,  very  bright,  that 
are  being  forced  out  because  of  the  downsizing.  Many  of  those  are 
Virginians.  Although  we  do  not  have  a  great  military  downsizing, 
at  least  on  the  peninsula,  we  have  a  lot  of  people  that  are  coming 
out  of  the  services  back  to  Virginia  whose  homes  are  in  Virginia. 

In  fact,  Virginia  is  one  of  the  highest  sources  of  our  manpower 
for  the  services,  as  you  know,  because  of  the  high  quality  of  person 
that  Virginia  raises.  And  they  are  coming  back  now  to  the  Com- 
monwealth and  they  need  to  be  retrained  and  they  need  opportuni- 
ties for  workforce  retraining.  They  are  very  smart  and  bright  peo- 
ple, as  you  know,  Senator  Robb,  because  of  your  personal  experi- 
ence with  them,  and  we  need  to  provide  the  mechanism  again  and 
the  opportunity  to  retrain  them  for  high-technology,  high-quality 
work  here  in  the  Commonwealth. 

Finally,  the  third  area  that  has  come  out  of  this  commission  that 
is  very  important  for  the  Commonwealth  is  to  improve  the  science 
and  engineering  education  of  the  Commonwealth.  We  have  some 
very  outstanding  colleges  and  universities  here  in  Virginia.  They 
are  world  class.  We  need  to  continue  to  promote  science  and  engi- 
neering education  for  those  institutions  because  that  will  help  us 
bring  more  industries  into  the  Commonwealth,  more  companies  to 
come  to  the  Commonwealth,  if  they  know  that  their  white  collar 
workforce  in  this  case  can  continue  to  upgrade  their  science  and 
engineering  technical  skills  as  they  work  in  Virginia.  That  is  a  very 
important  plus  for  attracting  new  and  existing  enterprises  into  the 
Commonwealth. 

Fortunately  again,  here  on  the  peninsula  we  have  entered  into 
a  number  of  agreements  among  the  colleges  and  universities  here 
to  promote  sharing  of  coursework  and  classwork  among  the  various 
colleges,   and   I   would  encourage  that  throughout  the   Common- 
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wealth  because  that,  again,  as  I  said,  is  another  way  of  improving 
our  economic  development  and  attracting  high  technology  indus- 
tries to  the  area. 

So,  in  conclusion,  I  know  I  have  talked  too  long,  but  this  is  a  very 
important  subject.  The  subject  of  economic  strength  and  military 
strength  are  very  much  intertwined.  We  in  the  military  can  find 
our  missions  a  lot  easier  if  we  base  them  on  a  nation  that  has  a 
very  strong  economy  and  a  very  globally  competitive  economy,  and 
that  is  another  reason  why  this  subject  is  important  to  us  in  uni- 
form. 

And  conversely,  we  can  make  our  growth  in  economic  develop- 
ment around  the  world  a  lot  easier  if  we  operate  from  a  position 
of  strong  military  strength.  So,  they  are  very  much  intertwined, 
and  that  is  another  reason  why  I  am  more  than  happy  to  partici- 
pate in  this  particular  enterprise. 

So,  in  conclusion,  what  I  believe  we  need  to  do  in  addition  to 
those  things  that  I  have  talked  about  is  to  set  up  these  regional 
entities,  smart  entities  consisting  of  researchers,  Government  and 
commercial  researchers,  educators,  the  academic  community,  and 
local  businesses,  so  that  they  are  aware  of  everything  that  is  avail- 
able within  the  State  and  within  the  Federal  Government  to  pro- 
mote defense  conversion,  and  we  can  be  in  a  position  to  attract 
those  Federal  dollars  that  are  large  sums  of  money  in  the  Federal 
sector  that  are  being  made  available  for  defense  conversion. 

We  are  doing  that  in  the  Commonwealth.  I  am  delighted  to  be 
a  part  of  that,  and  again,  I  thank  the  committee  for  inviting  me. 

Senator  Robb.  Greneral  Loh,  thank  you  very  much.  And  since 
your  official  responsibilities  are  with  the  Air  Force  and  with  this 
largest  command,  the  fact  that  you  have  devoted  so  much  addi- 
tional personal  time  to  the  Commonwealth  is  very  much  appre- 
ciated. And  your  background,  we  appreciate  all  of  that  information. 

We  went  a  little  long.  I  am  going  to  ask,  if  I  may,  before  we  be^n 
with  the  next  distinguished  panelist  that  we  try  to  be  as  concise 
as  possible.  I  am  as  much  at  fault  as  anyone,  but  we  are  not  going 
to  come  within  our  time  lines,  and  I  know  that  Mr.  Joe  Cantrell, 
who  is,  among  other  things,  president  and  publisher  of  the  Daily 
Press,  but  is  here  in  his  capacity  as  chairman  of  the  Virginia  Pe- 
ninsula Economic  Development  Council,  and  he  is  accompanied  by 
Mr.  Steve  Cooper,  who  is  director  of  the  technology  transfer  for  the 
Peninsula  Advanced  Technology  Center.  I  know  that  there  are  time 
constraints  operating  on  you,  so  we  will  take  you  next  if  we  may, 
and  we  thank  you  very  much  for  being  with  us. 

STATEMENT  OF  JOSEPH  D.  CANTRELL,  CHAIRMAN,  VIRGDJLV 
PENINSULA  ECONOMIC  DEVELOPMENT  COUNCIL;  ACCOM- 
PANIED BY  STEVE  COOPER,  DIRECTOR  OF  TECHNOLOGY 
TRANSFER,  PENINSULA  ADVANCED  TRAINING  CENTER 

Mr.  Cantrell.  Thank  you  very  much.  Senator  Robb.  I  want  to 
thank  you  and  Congressmen  Bateman,  Scott,  and  Pickett  for  hav- 
ing this  panel  here  today.  I  am  delighted  to  be  here,  and  I  apolo- 
gize that  I  have  got  another  commitment,  so  my  apologies  to  the 
other  panelists  for  having  to  jump  in  front  of  them. 

First  of  all,  let  me  second  and  endorse  and  support  everything 
that  General  Loh  said.  He  has  been  a  tremendous  force  for  us  here 
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on  the  peninsula  since  he  has  arrived,  and  I  am  just  deHghted  that 
he  is  here  and  I  hope  stays  for  a  long  time. 

I  am  going  to  have  very  few  comments  because  I  want  to  reserve 
the  balance  of  my  time  to  Mr.  Steve  Cooper  so  he  can  get  into  some 
more  detail  about  the  Peninsula  Advanced  Technology  Center.  But 
I  would  like  to  make  a  couple  of  points  that  could  be  somewhat 
general. 

No.  1,  I  think  it  is  important  that  as  a  businessperson,  represent- 
ing the  Virginia  Peninsula  Economic  Development  Council,  that  I 
encourage,  Doth  from  the  administration's  standpoint  as  well  as 
Congress,  all  of  you  to  support,  encourage,  do  everything  you  can, 
to  support  business,  because  we  are  the  ones  that  are  providing 
jobs  to  the  Nation.  And  if  we  cannot  carry  on  our  business  in  as 
unobtrusive  a  way  as  we  can,  it  really  hurts  all  of  us.  And  the  more 
that  I  have  been  in  economic  development,  the  more  I  have  come 
to  believe  that  jobs,  jobs,  jobs  is  the  No.  1  emphasis  that  everybody 
should  have  on  their  mind  as  we  try  to  solve  problems  that  are 
prevalent  in  our  society  today. 

So,  I  want  to  encourage  you  and  the  others  in  the  administration 
and  the  Government  to  worry  about  the  businessperson  and  to 
make  sure  that  we  have  all  tne  support  and  encouragement  that 
you  can. 

On  a  more  local  note,  anything  you  can  do  to  help  us  with  our 
ports  would  be  appreciated.  I  think  our  ports  are  underutilized 
throughout  the  Commonwealth,  particularly  here  in  Hampton 
Roads. 

More  specifically,  here  in  Newport  News  we  are  crying  for  a 
cruise  terminal.  That  could  make  a  tremendous  impact  on  the  en- 
tire area.  So,  anything  you  all  can  do  to  help  us  on  that,  I  would 
also  encourage  that. 

Also,  if  you  would  work  with  the  banking  institutions  to  encour- 
age them  to  be  more  lenient,  willing  to  take  more  risk  in  helping 
local  business  people  trying  to  start  new  companies  or  expand  ex- 
isting ones  would  be  extremely  beneficial.  I  hear  that  over  and  over 
in  dealing  with  people  at  VPC,  that  they  have  a  tough  time  in  the 
financial  institutions  trying  to  get  capital  to  support  their  endeav- 
ors. 

Also,  as  we  all  know,  we  want  you  to  help  with  the  defense-relat- 
ed businesses  that  are  going  through  a  tough  time  right  now.  On 
a  personal  note,  I  am  very  concerned  about  the  defense  drawdown. 
You  and  I  know  that  this  is  not  a  perfect  world  that  we  live  in. 
There  are  still  a  lot  of  crazies  out  there,  and  I  am  concerned  that 
if  we  drawdown  too  far  that  we  could  put  ourselves  and  the  whole 
world  at  peril  if  we  are  not  careful.  So,  I  would  be  very  concerned 
about  that. 

And  then  in  assisting  local  business  related  to  the  defense  indus- 
try, particularly  Newport  News  shipbuilding,  I  wish  you  would  pay 
more  attention  to  their  concerns  as  they  are  trying  to  be  competi- 
tive in  the  world  market.  They  are  not  playing  on  a  level  field  com- 
petitively and  that  need  assistance  by  the  administration  and  Con- 
gress to  make  sure  that  they  have  a  fair  shot  at  other  ventures 
they  would  like  to  explore. 

And  finally,  partnership.  If  there  is  a  word  I  would  like  to  leave 
with  you  before  I  pass  it  on  to  Steve,  it  is  partnership.  This  is  what 
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it  is  going  to  take  in  the  future  for  this  country  and  our  area  to 
succeed.  Partnership  between  business,  education,  and  Government 
at  all  levels  to  make  this  thing  work,  and  I  am  talking  at  the  State, 
local,  and  Federal  levels. 

The  program  we  would  like  to  review  now  is  a  possible  solution. 
It  is  Peninsula  Advanced  Technology  Center.  It  is  an  idea  that 
came  from  the  grassroots  of  this  community.  It  involves  all  three 
of  those  partners  that  I  mentioned,  and  I  would  like  for  Steve  Coo- 
per to  give  you  the  details.  Steve. 

Mr.  Cooper.  Senator,  Congressmen,  it  is  indeed  a  pleasure  to  be 
able  to  give  you  an  update  on  the  progress  at  the  Peninsula  Ad- 
vanced Technology  Center  since  Dr.  Templin  introduced  the  con- 
cept to  you  I  think  last  spring  at  a  similar  hearing.  The  Advanced 
Technology  Center  is  a  community-based  initiative  that  is  designed 
to  take  advantage  of  the  peninsula's  strengths,  and  it  truly  is,  as 
Joe  mentioned,  a  joint  venture,  a  partnership  between  the  three 
sectors  on  the  peninsula,  business,  industry,  and  government.  And 
in  fact,  one  of  the  benefits  of  that  partnership  has  already  been  re- 
alized, and  that  is  the  awarding  of  the  Office  of  Economic  Adjust- 
ment Planning  grant  which  has  been  mentioned  earlier. 

The  early  establishment  of  the  Advanced  Technology  Center  was 
made  possible  by  the  commitment  of  several  organizations,  includ- 
ing Greneral  Loh's  command,  Thomas  Nelson  Community  College, 
the  Peninsula  Economic  Development  Council,  and  Virginia's  Cen- 
ter for  Innovative  Technology.  All  of  those  organizations  are  work- 
ing together  to  try  to  put  this  initiative  together  and  make  it  bear 
fruit. 

The  Advanced  Technology  Services  essentially  fall  into  five  ele- 
ments that  earlier  studies  have  identified  as  critical  to  the  long- 
term  support  of  businesses  in  a  technology-based  community.  These 
elements  are  strategically  linked  so  that  a  businessperson  need 
only  come  to  the  Peninsula  Advanced  Technology  Center  to  access 
the  full  array  of  services  and  resources  available  to  them.  These 
five  elements  are  in  the  areas  of  technology  transfer,  applied  re- 
search, engineering  and  applied  science  education,  workforce  train- 
ing, and  finance. 

The  PATC  strategically  links  these  services  together  so  they  are 
easily  accessible  to  business  and  industry.  The  Advanced  Tech- 
nology Center  will  provide  the  coordination  and  network  to  ensure 
that  existing  technology-based  firms  receive  the  kind  of  assistance 
that  they  need  to  grow  and  prosper.  In  addition,  this  powerful  set 
of  integrated  services  will  be  an  attraction  to  new  investment  on 
the  peninsula. 

The  early  opening  of  the  PATC  is  producing  some  valuable  data 
on  the  validity  of  these  proposed  services.  The  center  is  currently 
working  with  three  different  firms  on  the  peninsula  to  convert  de- 
fense-developed product  to  commercial  use.  In  addition,  a  training 
task  force  led  by  the  Virginia  Employment  Commission  and  Thom- 
as Nelson  Community  College  is  establishing  a  peninsulawide 
workforce  training  strategy. 

Higher  education  has  also  become  involved.  Last  January,  the 
first  registration  was  held  under  the  consortial  agreement  signed 
by  the  presidents  of  the  College  of  William  and  Mary,  Christopher 
^fewport  University,  Hampton  University,  Old  Dominion  Univer- 
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sity,  and  Thomas  Nelson  Community  College.  This  agreement  es- 
tablished a  program  where  the  full-time  worker,  part-time  student, 
can  further  his  or  her  education  in  engineering  and  science  pro- 
grams at  night  and  on  the  weekends.  The  unique  part  of  this 
agreement  is  that  students  can  take  courses  from  any  of  those  five 
participating  institutions  and  the  credits  will  seamlessly  transfer 
back  to  their  home  institution. 

As  you  can  see,  this  initiative  has  come  a  long  way  with  solely 
voluntary  labor.  However,  it  has  reached  a  crucial  point  in  its  de- 
velopment. Funds  must  now  be  raised  to  hire  full-time  staff  to  de- 
liver the  full  range  of  services.  We  believe  that  the  recently  an- 
nounced technology  reinvestment  project  provides  opportunities  for 
innovative,  community-driven  projects  like  the  PATC  to  prove  their 
worth.  In  addition,  there  are  sufficient  funding  levels  in  this  pro- 
gram for  innovative  projects  to  have  a  reasonable  chance  to  suc- 
ceed. From  a  community's  perspective,  it  is  encouraging  to  see  five 
Federal  agencies  working  together. 

However,  the  complexity  of  the  required  relationships  outlined  in 
the  TRP  information  package  is,  frankly,  a  concern.  The  TRP 
places  strong  emphasis  on  coordination  with  other  programs  and 
other  communities.  We  agree  in  the  principle  of  coordination  and 
cooperation,  but  the  degree  to  which  it  is  being  required  may  be 
unworkable  and  unrealistic  in  such  a  short  period  of  time.  It  will 
be  a  major  accomplishment  for  programs  in  a  single  region  to  co- 
ordinate their  activities  without  having  to  coordinate  with  others 
across  the  State. 

A  second  concern  are  the  non-Federal  matching  requirements. 
Again,  we  agree  on  the  principle  of  requiring  a  local  match  because 
there  must  be  a  local  investment.  However,  the  percentage  of 
match  required  in  the  TRP  is  substantial.  A  minimum  of  50  per- 
cent. That  may  be  extremely  difficult  for  many  communities  to 
raise  by  July,  particularly  if  those  communities  are  in  the  throes 
of  major  defense  cutbacks.  We  suggest  perhaps  a  smaller  match  for 
initial  programs,  as  such  high  matching  requirements  may  elimi- 
nate very  good  programs  before  they  can  be  tried. 

We  on  the  peninsula  look  forward  to  using  Federal  funds  to  es- 
sentially prime  the  pump  to  help  the  PATC  begin  full  blown  oper- 
ation. We  believe  that  initial  assistance  from  the  Federal  Govern- 
ment is  appropriate,  but  the  community  must  be  able  to  support 
this  program  over  the  long  term.  That,  we  believe,  is  the  appro- 
priate role  of  each.  We  must  work  together  if  we  are  all  going  to 
prosper. 

Thank  you,  very  much. 

[The  prepared  statement  of  Mr.  Cantrell  and  Mr.  Cooper  follows:] 

Prepared  Statement  of  Mr.  Cantrell  and  Mr.  Cooper 

Thank  you  for  the  opportunity  to  present  an  update  on  the  activities  of  the  Penin- 
sula Advanced  Technology  Center  (PATC).  Dr.  Robert  Templin,  who  will  address 
you  later,  presented  the  concept  to  you  last  spring.  We  are  pleased  to  report  that 
the  PATC  nas  evolved  from  a  new  concept  to  a  functional  business  support  organiza- 
tion. 

The  PATC  is  a  community -based  initiative  designed  to  take  advantage  of  the  Pe- 
ninsula's existing  strengths.  It  is  one  of  the  ways  this  community  is  trying  to  diver- 
sify its  economic  base.  The  participants  in  the  development  of  the  PATC  include  the 
cities  of  Hampton  and  Newport  News,  the  Virginia  Peninsula  Economic  Develop- 
ment  Council,   Thomas   Nelson   Community   College,   the   Air  Combat   Command 
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(USAF),  and  Virginia's  Center  for  Innovative  Technology.  The  leadership  from  the 
Peninsula  realized,  before  "defense  conversion"  became  popular,  that  our  region 
must  diversify  its  economic  base.  With  leadership  provided  by  the  previously  named 
organizations,  the  Peninsula  set  out  to  develop  a  strategy  to  accomplish  that  goal. 

Tlie  region's  focus  on  a  common  goal  forms  the  cornerstone  of  the  PATC  initiative. 
The  PATC  is  directly  linked  to  the  Virginia  Peninsula  Economic  Development  Coun- 
cil *  *  *  the  regional  economic  development  organization,  representing  all  the  units 
of  government  on  the  Peninsula.  The  VPEDC's  next  budget  provides  a  specific  line 
item  to  support  the  operation  of  the  PATC. 

One  example  of  the  benefits  created  by  this  cooperation  is  the  recent  announce- 
ment of  a  planning  grant  to  the  City  of  Hampton,  on  behalf  of  all  the  communities 
of  the  Peninsula,  to  prepare  a  strategic  plan  for  defense  conversion  and  economic 
adjustment  This  $150,000  grant  from  DoD's  Ofiice  of  Economic  Adjustment  is  the 
first  such  award  in  the  Commonwealth. 

The  early  establishment  of  the  PATC  was  made  possible  by  the  commitment  of 
two  key  organizations.  The  Peninsula  Advanced  Technology  Center  opened  its  doors 
last  fall  in  space  provided  by  Thomas  Nelson  Community  College  (TNCC).  It  is 
staffed  by  the  Director  of  Technology  Transfer  (from  Virginia's  Center  for  Innovative 
Technology  at  TNCC),  and  the  Air  Combat  Command  commander's  special  rep- 
resentative for  technology  transfer.  Thomas  Nelson  Community  College  is  also  pro- 
viding a  training  coordinator  to  work  with  the  community's  training  strategy. 

The  PATC's  services  fall  into  five  elements  that  early  studies  identified  as  critical 
to  the  long-term  support  of  businesses  in  a  technology-based  community.  These  ele- 
ments are  strategically  linked  so  that  a  business  person  need  only  come  to  the 
PATC  to  access  the  full  array  of  services  and  resources  available  to  them.  These  five 
elements  are  in  the  areas  of  technology  transfer,  applied  research,  engineering  and 
applied  science  education,  workforce  training,  and  finance.  The  PATC  strategically 
links  these  services  together  so  they  are  easily  accessible  to  business  and  industry. 
The  PATC  will  provide  the  coordination  and  networii  to  ensure  that  existing  tech- 
nology-based firms  receive  the  kind  of  assistance  they  need  to  grow  and  prosper.  In 
addition,  this  powerful  set  of  integrated  services  will  be  an  attraction  to  new  invest- 
ment on  the  Peninsula. 

The  early  opening  of  the  PATC  is  producing  valuable  data  on  the  validity  of  the 
proposed  services.  The  Center  is  currently  working  with  three  different  firms  to  con- 
vert defense  developed  products  to  commercial  use.  In  addition,  a  training  task 
force,  lead  by  the  Virginia  Employment  Commission  and  Thomas  Nelson  Commu- 
nity College  is  establishing  a  Peninsula-wide  workforce  training  strategy.  Higher 
education  nas  also  become  involved.  Last  January,  the  first  registration  was  held 
under  the  consortial  agreement  signed  by  the  presidents  of  the  College  of  William 
and  Mary,  Christopher  Newport  University,  Hampton  University,  Old  Dominion 
University,  and  Thomas  Nelson  Community  College.  This  agreement  established  a 
program  where  the  full-time  worker,  part-time  students,  can  further  his/her  edu- 
cation in  engineering  and  science  programs  at  night  and  on  the  weekends.  The 
unique  part  of  this  agreement  is  that  students  can  take  courses  from  any  of  the  five 
institutions,  and  the  credits  will  "seamlessly"  transfer  to  the  home  institution. 

As  you  can  see,  this  initiative  has  come  a  long  way  with  solely,  voluntary  labor. 
However,  it  has  reached  a  crucial  point  in  its  development.  Funds  must  now  be 
raised  to  hire  full  time  stafi"  to  deliver  the  full  range  ot  services.  We  believe  the  re- 
cently announced  Defense  Technology  Conversion,  Reinvestment,  and  Transition  As- 
sistance program  can  provide  the  funds  to  help  start  this  project  The  Technology 
Reinvestment  Project  (TRP)  provides  opportunities  for  innovative,  community  driven 
projects  like  the  PATC  to  prove  their  worth.  In  addition,  there  are  sufficient  levels 
of  ftinding  for  innovative  projects  to  have  a  reasonable  chance  to  succeed. 

From  a  community's  perspective,  it  is  encouraging  to  see  five  federal  agencies 
working  together.  However,  the  complexity  of  the  required  relationships  outlined  in 
the  TRP  program  information  package  is  a  concern.  The  TRP  places  strong  empha- 
sis on  coordination  with  other  programs  and  communities.  We  agree  in  the  principle 
of  coordination  and  cooperation,  but  the  degree  to  which  it  is  oeing  required  may 
be  unworkable  and  unrealistic.  It  will  be  a  major  accomplishment  for  programs  in 
a  single  region  to  coordinate  their  activities,  without  having  to  coordinate  with  oth- 
ers across  the  state. 

A  second  concern  are  the  non-federal  matching  requirements.  Again,  we  agree  in 
principle  with  requiring  a  local  match.  However,  the  percentage  match  is  substan- 
tial *  *  *  a  minimum  of  50  percent.  That  may  be  extremely  dimcult  for  many  com- 
munities to  raise  by  July,  particularly  if  they  are  in  the  throws  of  major  defense 
cutbacks.  We  suggest  a  smaller  match  for  initial  programs,  as  such  high  matching 
requirements  may  eliminate  very  good  programs  before  they  can  be  tried. 
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We,  on  the  Peninsula,  look  forward  to  using  federal  funds  to  "prime  the  pump" 
in  helping  fund  the  PATC.  We  believe  that  initial  assistance  from  the  federal  gov- 
ernment IS  appropriate,  but  the  community  must  be  able  to  support  this  program 
over  the  long  term.  That,  we  believe,  is  the  appropriate  role  of  each.  We  must  work 
together  if  we  are  all  going  to  prosper. 

Senator  Robb.  Thank  you,  Mr,  Cooper  and  Mr.  Cantrell,  for  your 
presentation.  We  understand  your  constraints  of  schedule  and  we 
are  very  appreciative  of  your  participation  this  morning.  And  cer- 
tainly, the  PATC  is  one  of  the  examples  that  I  hope  can  be  viewed 
and  observed  and  perhaps  replicated  around  the  country  because 
it  has  a  lot  of  hope. 

Now,  if  we  may,  we  will  return  to  the  order. 

Mr.  Neal  Noyes,  the  economic  development  representative  from 
the  Economic  Development  Administration  from  the  Department  of 
Commerce  is  in  Richmond.  He  is  listed  as  the  person  to  contact 
with  respect  to  several  programs  in  the  little  handout  that  you 
have. 

Without  further  ado,  Mr.  Noyes. 

STATEMENT  OF  NEAL  NOYES,  ECONOMIC  DEVELOPMENT 
ADMINISTRATION,  DEPARTMENT  OF  COMMERCE 

Mr.  Noyes.  Thank  you  very  much.  Senator  Robb,  Congressmen. 
What  I  would  like  to  do  this  morning  is  describe  first  the  title  IX 
vehicle  from  our  act,  how  that  works,  and  then  report  on  what  is 
going  on  in  the  Mid-Atlantic  and  New  England  States,  my  regional 
office,  and  then  finally  conclude  with  what  has  happened  under  de- 
fense conversion  here  in  the  Commonwealth  of  Virginia. 

Title  IX  of  the  Public  Works  and  Economic  Development  Act  of 
1965,  allows  the  Economic  Development  Administration  to  provide 
grant  funds  on  a  75-percent  Federal,  25-percent  non-Federal  basis 
to  communities  with  actual  or  threatened  dislocations.  To  date, 
$130  million  has  been  transferred  fi"om  the  Department  of  Defense, 
which  is  available  for  those  communities  which  have  experienced 
the  cutbacks  or  anticipate  experiencing  cutbacks. 

In  addition  to  this,  all  of  our  regular  program  funds  are  available 
as  needed  to  be  used  wherever  there  are  defense  cutbacks.  In  the 
Philadelphia  region  which  has  the  New  England  and  Mid-Atlantic 
States,  approximately  $26  million  of  this  $130  million  in  applica- 
tions has  Deen  invited  to  date.  I  am  not  sure  exactly  how  many 
have  been  approved  at  this  point.  More  than  $35  million  in  viable 
projects  have  been  identified  within  the  Philadelphia  region.  My  re- 
gional office  is  based  in  Philadelphia. 

In  the  Commonwealth  of  Virginia,  we  have  had  one  project  that 
has  been  approved  that  is  in  the  city  of  Lynchburg.  That  was  $1.5 
million  of  Federal  investment,  EDA  investment,  $500,000  in  non- 
Federal  funds.  Two  applications  have  been  invited  fi-om  the  city  of 
Newport  News.  One  application  has  finished  being  processed,  and 
will  go  for  consideration  by  the  Assistant  Secretary  for  a  funding 
decision  very  soon.  The  second  application  has  been  invited. 

I  am  working  with  two  proposals,  now.  One  for  the  Hampton 
Roads,  a  planning  program  that  I  expect  I  will  be  able  to  make  a 
favorable  recommendation  on.  Another  in  the  city  of  Radford  for 
that  metropolitan  statistical  area. 

Very  recently,  I  have  had  discussions  with  the  Department  of 
Housing  and  Community  Development  of  the  Commonwealth  and 
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the  Department  of  Economic  Development,  Commonwealth  of  Vir- 
ginia, and  I  have  recommended  to  the  regional  office  that  we  invite 
an  application  which  will  have  $3  million  of  Department  of  Com- 
merce funds  and  1  million  dollars'  worth  of  Commonwealth  of  Vir- 
ginia moneys  to  implement  some  of  the  activities  that  were  identi- 
fied by  the  Governors  Defense  Conversion  Commission,  specifically, 
a  revolving  loan  fund,  the  business  modernization  program,  and 
other  initiatives  from  the  department  of  economic  development. 

That  concludes  my  remarks. 

Senator  Robb.  Thank  you  very  much,  Mr.  Noyes. 

And  to  complete  this  panel,  and  thank  you  for  your  patience,  we 
have  a  chairman  and  chief  executive  officer  of  First  Virginia  Bank 
of  Tidewater,  but  he  appears  this  morning  in  his  capacity  as  chair- 
man of  the  Hampton  Roads  Chamber  of  Commerce,  Mr.  James 
Babcock.  Mr.  Babcock,  thank  you,  sir. 

STATEMENT  OF  JAMES  BABCOCK,  CHAIRMAN,  HAMPTON 
ROADS  CHAMBER  OF  COMMERCE,  HAMPTON  ROADS,  VA 

Mr.  Babcock.  Thank  you.  Senator,  and  good  morning. 

As  the  1993  chairman  of  the  Hampton  Roads  Chamber  of  Com- 
merce, I  want  to  say  that  our  3,200  member  firms  really  appreciate 
your  coming  home  from  Washington  to  talk  to  us  and  let  us  talk 
to  you  about  the  progress  of  our  defense  conversion  efforts  and  to 
ask  us  what  more,  perhaps,  in  the  way  of  Federal  assistance  might 
be  needed.  And  I  think  it  is  particularly  appropriate  that  we  are 
meeting  here  on  this  community  college  campus  since  retraining  of 
dislocated  military  and  defense  industry  workers  for  new  jobs  is 
one  of  the  key  tasks  of  defense  conversion. 

Of  course,  the  question  about  retraining  is  for  what?  What  kinds 
of  jobs?  What  kinds  of  skills?  Where  are  the  jobs  going  to  be?  The 
chamber  of  commerce  views  the  problem  of  defense  conversion  as 
a  sort  of  special  case  in  the  ever  present  challenge  of  job  creation 
and  economic  growth.  And  this  morning,  what  I  would  like  to  do 
in  my  brief  time  is  to  tell  you  about  four  specific  initiatives  which 
the  Hampton  Roads  Chamber  is  fostering,  with  a  purpose  of  creat- 
ing jobs  in  the  Hampton  Roads  MSA. 

These  four  initiatives  are  not  the  only  defense  conversion  activi- 
ties that  are  being  pursued  by  the  business  communities  or  the 
cities  or  the  universities  in  our  region.  And  of  course,  the  Hampton 
Roads  Chamber  of  Commerce  is  not  the  only  organization  involved 
in  these  four  projects.  They  are  very  much  partnerships. 

And  the  involvement  of  all  sectors,  public  and  private,  business, 
academic,  in  our  four  initiatives  is  one  reason  that  we  believe  that 
they  may  produce  significant  results  eventually  in  job  creation,  eco- 
nomic growth,  and  enhancement  of  living  conditions  in  Hampton 
Roads. 

The  first  initiative  I  would  like  to  mention  is  just  a  classic  eco- 
nomic development  and  regional  marketing  effort  through  our 
chamber's  economic  development  affiliate  Forward  Hampton  Roads. 
As  you  know.  Senator,  the  people  who  run  that  professionally  are 
former  State  development  employees.  The  activity  is  funded  by  the 
private  sector,  and  it  augments  the  efforts  of  the  Virginia  Depart- 
ment of  Economic  Development  and  our  five  local  cities  in  market- 
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ing  the  region  nationally  and  internationally  and  in  handling  relo- 
cation prospects. 

Forward  Hampton  Roads  is  working  on  several  activities  to  help 
diversity  the  region's  economy.  One  specific  program  I  will  mention 
is  that  it  is  engaged  in  a  collaborative  effort  with  the  Virginia  Em- 
ployment Commission  and  Old  Dominion  University  on  a  study  of 
military  and  defense  worker  job  skills  as  a  basis  for  targeting  pros- 
pect companies  that  could  use  such  a  workforce.  Obviously,  layoffs 
and  downsizing  will  cause  personal  hardship,  but  strategically,  we 
view  these  highly  skilled  and  disciplined  workers  as  a  tremendous 
asset  for  the  region's  economic  growth.  And  so  we  are  equipping 
Forward  Hampton  Roads  with  the  tools  to  be  able  to  market  this 
workforce.  Another  initiative  is  simply  building  up  the  funding  of 
Forward  Hampton  Roads  so  that  it  can  pursue  its  classic  efforts  in 
economic  development. 

A  second  important  initiative  is  an  expansion  of  management 
consulting  and  financial  services  to  small  business  entrepreneurs. 
Support  of  small  business,  of  course,  is  an  ongoing  priority  of  any 
chamber  of  commerce,  but  defense  downsizing  also  raises  the  possi- 
bility that  some  of  the  displaced  will  wish  to  start  new  business 
and  thus  create  new  jobs.  And  the  chamber,  with  its  own  funds  and 
moneys  from  our  local  municipalities  and  the  State,  already  oper- 
ates a  small  business  development  center  that  helps  entrepreneurs 
in  the  entire  Hampton  Roads  region  to  prepare  marketing  studies 
and  business  plans  and  to  search  for  loans  and  capital. 

This  activity,  incidentally,  is  very  similar  to  what  the  PATC  is 
doing.  That  is  oriented  more  perhaps  toward  high  technology,  but 
I  think  there  is  a  similar  type  of  activity  here  for  business  entre- 
preneurship  in  general.  So  the  activities  are  very  complementary. 

Initiative,  particularly  in  this  area,  is  twofold.  First  of  all,  we 
have  recently  added  staff  to  the  small  business  development  center 
with  expertise  in  export  development,  and  they  are  tied  into  a  new 
automated  data  base  that  is  available  from  the  State  to  help  foster 
export  trade  among  our  local  business  people. 

Second,  one  of  the  things  that  we  have  said  in  this  area  for  many 
years  is  that  we  lack  adequate  equity  capital,  venture  capital,  to 
support  the  creation  of  small  business,  and  one  of  the  projects  of 
the  small  business  development  center's  board  is  to  create  a  local 
network  of  investors  to  support  equity  capital  investment,  plus 
other  services  in  that  area  of  equity  where  the  banks  cannot  appro- 
priately provide  capital. 

The  third  initiative  is  a  local  consortium  of  shipbuilding  compa- 
nies and  engineering  school  researchers  to  establish  a  federally 
supported  maritime  research  and  development  center  in  Hampton 
Roads.  This  is  the  project  that  Mayor  Webb  referred  to  earlier.  As 
conceived  by  the  State's  defense  conversion  coordinator,  the  pro- 
posed center  for  maritime  research  and  development  would  build 
on  the  Nation's  unparalleled  mix  of  assets  located  in  Hampton 
Roads  in  private  shipbuilding,  marine  science,  and  engineering,  na- 
tional lab  research,  and  naval  operations. 

If  we  want  to  reverse  the  continued  slide  of  our  maritime  indus- 
try, it  is  precisely  in  the  realm  of  innovation  and  change  that  the 
United  States  can  find  its  niche  in  the  global  competition  for  ship- 
building and  repair  contracts.  And  there  is  an  opportunity  here  in 
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Hampton  Roads  to  move  to  the  forefront  in  new  methods  of  ship 
design,  new  materials,  and  new  techniques  of  construction  and  re- 
pair that  are  both  more  economical  and  environmentally  sound. 

The  consortium  which  we  have  put  together  will  be  pursuing  a 
grant  for  planning  from  the  defense  conversion  funds  being  admin- 
istered by  ARPA. 

The  fourth  initiative  is  regional  strategic  planning  for  economic 
growth  and  diversification.  Ajid  this  is  the  ^ant  that  Mr.  Noyes  re- 
ferred to  that  is  in  process  with  EDA.  Joinmg  hands  with  us  in  or- 
ganizing a  series  of  discussions  about  economic  opportunities  are 
the  other  chambers  and  development  organizations  of  the  Hampton 
Roads  region,  two  of  our  principal  universities,  and  the  Hampton 
Roads  Planning  District  Commission. 

A  steering  committee  of  community  leaders  and  business  execu- 
tives from  our  most  important  industry  sectors  will  be  meeting  on 
May  18  to  begin  the  actual  planning  process,  and  as  many  as  300 
people  will  eventually  participate  in  an  examination  of  the  struc- 
ture and  functioning  of  our  major  industry  clusters,  and  most  im- 
portantly, the  identification  of  opportunities  for  significant  job 
growth  based  on  our  strengths. 

As  a  result  of  these  organized  discussions  we  hope  to  produce  by 
next  September  a  set  of  action  plans  that  will  constitute  a  vision 
for  the  region's  economic  future.  Of  course,  the  implementing  deci- 
sions will  nave  to  be  made  by  individual  investors  and  business  ex- 
ecutives and  by  our  separate  local  governments,  but  we  know  from 
experience  of  other  cities  around  the  country  that  have  engaged  in 
such  visioning  exercises  that  the  ideas  generated  by  such  a  plan- 
ning process  do  lead  to  job  growth. 

So,  it  is  through  initiatives  such  as  the  four  I  briefly  outlined 
that  the  Hampton  Roads  Chamber  of  Commerce  hopes  to  help  an- 
swer this  question  of  where  the  new  jobs  are  going  to  come  from 
in  Hampton  Roads. 

Let  me  conclude  my  remarks  there  simply  by  saying  I  want  to 
commend  our  Federal  representatives  for  appearing  here  jointly 
today  as  an  example  of  regional  cooperation  which  we  need  verv 
much  in  this  area,  and  for  nelping  us  defend  the  economic  growth 
and  future  of  Hampton  Roads. 

Senator  Robb.  Thank  you  very  much,  Mr.  Babcock.  One  quick 
question,  Greneral  Loh,  and  then  I  will  ask  my  colleagues  if  they 
have  a  quick  question  before  we  come  to  the  next  panel. 

You  have  had  an  opportunity  to  look  at  the  programs  and  the  im- 
pact on  all  of  the  State.  Is  there  any  single  area  outside  of  the  pe- 
ninsula area  where  we  have  so  much  focus  today  that  gives  par- 
ticular evidence  of  hope  or  optimism  in  terms  of  something  innova- 
tive, something  that  we  ought  to  really  be  looking  at  as  an  exam- 
ple? 

General  Loh.  We  have  seen  a  couple  of  firms  in  northern  Vir- 
ginia who  have  been  able  to  apply  defense  technology  to  commer- 
cial enterprises.  One  that  we  saw  was  the  Veda  Corp.,  that  has 
been  able  to  use  simulation,  defense  simulation  technology,  and 
apply  it  to  such  products  as  amusement  park  rides.  We  have  seen 
cases  where  defense  contractors  that  have  been  involved  in  making 
filters  for  defense  products  for  chemical  warfare  gear,  for  example, 
expand  their  product  line  into  commercial  ventures  through  the 
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help  of  local  organizations  to  develop  filters  for  commercial  applica- 
tions. So,  there  are  a  number  of  ongoing  cases. 

What  I  think,  Senator  Robb,  is  most  important  with  regard  to 
your  question  is  most  people  throughout  the  Commonwealth  want 
to  know  what  is  available,  what  is  the  support  structure  available, 
what  are  the  services  that  are  available,  how  do  we  avail  ourselves 
of  these  particularly  Federal  dollars  that  are  going  to  be  coming? 
And  in  that  regard  the  commission  has  been  able  to  put  together 
the  material  and  points  of  contact  in  Richmond  to  provide  that  in- 
formation throughout  the  Commonwealth,  That  is  a  very  important 
area  that  we  need  to  continue  to  work  on,  the  availability  of  knowl- 
edge about  preparing  ourselves  for  the  defense  conversion  dollars 
that  are  coming. 

Senator  Robb.  Thank  you  very  much.  We  will  certainly  want  to 
continue  to  cooperate  with  the  State  effort  and  the  local  efforts  so 
that  people  are  apprised  of  the  availability. 

My  colleagues,  again,  we  are  faced  with  the  same  constraint  of 
time. 

Mr.  Bateman.  Senator,  with  some  measure  of  frustration,  as  we 
say  in  the  House  of  Representatives,  in  my  personal  case  all  time 
has  now  expired,  and  I  must  leave,  already  having  stayed  longer 
than  my  schedule  says.  I  appreciate  the  fact  I  have  the  statements 
of  the  witnesses  that  I  have  not  heard,  and  if  there  are  any  state- 
ments that  come  in  that  are  not  in  the  package  I  would  certainly 
be  gratified  to  have  them. 

Senator  Robb.  Congressman  Bateman,  we  thank  you  for  coming. 
We  know  you  have  another  scheduled  appointment.  We  will  cer- 
tainly make  any  additional  statements  available  to  you.  And  I  will 
let  all  of  our  witnesses  know  that  their  entire  statements  will  be 
included  in  the  record. 

Congressman  Picket. 

Mr.  Pickett.  No  questions. 

Senator  Robb.  Congressman  Scott. 

Mr.  Scott.  With  great  trepidation,  I  would  like  to  ask  a  couple 
of  very  short  questions. 

Senator  Robb.  Hopefully  eliciting  very  short  answers. 

Mr.  Scott.  The  VCU/ODU  study  of  job  skills,  how  much  is  that 
going  to  cost? 

Mr.  Babcock.  I  mentioned  that,  but  I  do  not  know  what  the  cost 
of  that  is. 

Mr.  Scott.  We  heard  about  the  local  match  of  50  percent  on 
some  of  the  Federal  programs — I  do  not  know  who  this  is  aimed 
at — but  whether  or  not  that  local  match  has  to  be  in  cash  or  it  can 
be  in  kind. 

Mr.  Cooper.  It  can  be  in  a  combination,  depending  on  how  large 
a  proposal  is  being  made.  It  is  under  the  ARPA  program  that  was 
just  announced. 

Mr.  Scott.  With  a  lot  of  the  activity  we  have  on  a  local  basis, 
it  looks  like  if  you  count  in  kind  we  can  do  a  lot  of  that  match. 

Mr,  Cooper.  On  some  of  the  projects,  that  is  correct,  Congress- 
man. 

Senator  Robb.  With  that,  gentleman,  I  know  there  are  many 
things  we  could  pursue.  First  of  all,  your  full  testimony  and  state- 
ments will  be  made  a  part  of  the  record.  There  may  be  opportuni- 
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ties  for  followup,  but  given  the  constraints  of  time  and  the  fact  that 
we  have  two  more  panels  that  have  waited  very  patiently  to  be 
heard  from,  we  will  say  thank  you  for  your  participation  on  this 
panel  and  we  will  move,  if  we  may  now,  to  the  next  panel. 

Let  me  inquire  of  the  official  recorder  whether  or  not  a  break  is 
necessary.  Normally,  we  would  have  a  break  between  panels  two 
and  three,  but  given  the  time  constraints,  I  would  like  to  move 
right  into  panel  three.  And  if  she  is  ready,  we  will  continue. 

If  we  could  have  panel  three  be  seated,  please. 

As  the  next  panel  is  being  seated,  let  me  say  simply  because  of 
the  fact  that  we  have  gone  a  little  longer  than  we  had  intended  to 
go,  and  frankly  we  have  got  more  witnesses  and  more  very  impor- 
tant witnesses  here  than  we  have  ever  attempted  to  schedule  dur- 
ing a  similar  hearing  in  Washington,  so  there  are  some  factors  that 
are  simply  working  against  us  and  our  ability  to  get  all  of  this  in. 
But  I  know  some  of  you  made  plans  based  on  what  you  thought 
was  going  to  be  our  schedule  and  we  want  to  try  to  stay  as  close 
to  it  as  we  can. 

I  have  now  asked  the  folks  that  are  our  professional  staff  support 
here,  Mr.  Pat  Windham  who  is  the  staff  director  for  the  committee 
and  Louis  Whitsett  who  is  the  staff  director  on  the  minority  side, 
if  they  will  assist  us  with  the  lights  so  we  can  remind  people  that 
time  is  short.  And  I  am  going  to  be  even  tougher. 

You  were  originally  asked  to  keep  your  remarks  to  5  minutes.  I 
am  now  going  to  ask  you  if  you  could  keep  them  to  not  more  than 
4  minutes.  I  apologize.  We  do  have  from  most  of  you  a  full  state- 
ment, but  if  you  can  summarize  wherever  applicable  we  will  be 
grateful  for  it. 

To  begin  for  panel  No.  3,  I  will  take  the  panelists  in  the  order 
that  they  appear  on  the  program.  We  will  start  with  Mr.  Robert 
Colombo  who  is  the  Director  of  the  Office  of  Worker  Retraining  and 
Adjustment  Programs  of  Employment  and  Training  Administration 
from  the  Department  of  Labor.  Mr.  Colombo  joins  us  from  Wash- 
ington and  we  are  very  grateful,  Mr.  Colombo,  to  you  for  coming 
down  to  be  with  us. 

STATEMENT  OF  ROBERT  N.  COLOMBO,  ADMINISTRATOR,  OF- 
FICE OF  WORKER  RETRAINING  AND  ADJUSTMENT  PRO- 
GRAMS, EMPLOYMENT  AND  TRAINING  ADMINISTRATION, 
DEPARTMEP^  OF  LABOR 

Mr.  Colombo.  Thank  you.  Senator.  In  the  spirit  of  keeping  to  a 
very  short  timeframe,  I  will  submit  my  statement  for  the  record 
and  I  will  summarize  it  briefly. 

The  Department  of  Labor  administers  several  programs  that  as- 
sist dislocated  workers,  including  workers  who  are  going  to  be  dis- 
located or  are  dislocated  as  a  result  of  defense  downsizing.  These 
programs  include  the  Unemployment  Compensation  System,  the 
Employment  Service,  the  Trade  Adjustment  Assistance  Act,  the 
Economic  Dislocation  and  Worker  Adjustment  Assistance  Program, 
a  program  to  assist  workers  dislocated  as  a  result  of  Clean  Air  Act 
requirements,  a  program  called  the  Defense  Conversion  Adjust- 
ment Program,  and  a  new  program  that  has  just  become  available, 
the  Defense  Diversification  Program. 
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The  three  that  I  beHeve  are  probably  of  most  interest  to  your 
constituents  at  this  point  would  be  the  Economic  Dislocation  and 
Worker  Adjustment  Assistance  Program  which  has  both  a  formula 
and  a  discretionary  component,  the  Defense  Conversion  Adjust- 
ment Program,  and  the  Defense  Diversification  Program.  In  mv 
handouts  are  descriptions  of  each  one  of  these  programs.  The  hana- 
outs  briefly  explain  each  program,  who  to  get  in  contact  with  to 
learn  more  about  the  programs  and  where  to  apply  if  they  are  in- 
terested in  one  of  the  programs. 

Also  I  have  guidelines,  that  were  published  in  the  Federal  Reg- 
ister on  July  9,  1992,  which  provide  guidance  for  applying  for  dis- 
cretionary funds  for  both  the  Economic  Dislocation  and  Worker  Ad- 
justment Assistance  Discretionary  Program  and  the  Defense  Con- 
version Adjustment  Program.  We  will  be  publishing  very  shortly 
guidelines  on  the  Defense  Diversification  Program. 

The  Department  is  funded  annually,  at  the  moment,  at  about 
$526  million  a  year  for  the  Economic  Dislocation  and  Worker  Ad- 
justment Assistance  Program — $105  million  of  that  amount  is  dis- 
cretionary. The  Defense  Conversion  Adjustment  Program  was  fund- 
ed at  a  total  of  $150  million,  which  is  available  for  obligation 
through  September  30,  1977,  and  the  Defense  Diversification  Pro- 
gram, which  we  will  be  issuing  guidelines  on  shortly  is  funded  at 
a  level  of  $75  million  which  is  available  for  obligation  through  Sep- 
tember 30,  1994. 

In  addition,  I  think  it  is  important  to  mention  that  President 
Clinton  has  directed  the  Department  of  Labor,  as  part  of  his  invest- 
ment strategy,  to  create  a  single  comprehensive  dislocated  worker 
program  which  will  combine  all  of  the  various  dislocated  worker 
programs  into  one  program.  It  would  be  made  available  for  all  peo- 
ple regardless  of  the  reason  that  they  may  be  dislocated.  The  De- 
partment is  in  the  process  of  designing  that  program.  I  do  not  have 
any  details  at  this  point.  There  are  lots  of  people  providing  com- 
ments and  suggestions,  and  we  certainly  welcome  comments  and 
suggestions  from  your  committee. 

The  President  nas  asked  for  an  additional  $1.4  billion  for  this 
program  which  would  be  on  top  of  the  funding  levels  that  are  cur- 
rently available.  That  would  be  for  program  year  1994,  and  he 
would  be  asking  for  more  in  program  year  1995. 

Thank  you.  I  will  be  glad  to  answer  questions. 

[The  prepared  statement  of  Mr.  Colombo  follows:] 

Prepared  Statement  of  Mr.  Colombo 

I  am  pleased  to  have  this  opportunity  to  appear  at  this  oversight  hearing  on  the 
Department's  programs  for  aiding  dislocated  workers,  in  particular  workers  dis- 
located as  a  result  of  downsizing  by  the  Department  of  Defense. 

I  would  like  to  briefly  describe  the  various  programs  available  to  these  workers 
and  then  discuss  in  somewhat  more  detail  those  that  would  be  of  most  interest  to 
your  constituents. 

The  Department  of  Labor  administers  an  array  of  pro-ams  that  assist  different 
segments  of  the  dislocated  workers  population,  including  Unemployment  Insurance, 
the  Employment  Service,  Trade  Adjustment  Assistance,  the  Economic  Dislocation 
and  Worker  Adjustment  Assistance  Act  (EDWAA — Title  III  of  the  Job  Training 
Partnership  Act),  the  Clear  Air  Employment  Transition  Assistance  Program,  the  De- 
fense Conversion  Adjustment  Program,  and  the  Defense  Diversification  Program. 

Unemployment  Insurance  (UI)  provides  temporary  wage  loss  replacement  to  eligi- 
ble dislocated  workers  that  allows  them  to  look  for  a  job  and  to  participate  in  adjust- 
ment programs,  such  as  job  skills  training,  if  necessary.  The  Employment  Service 
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(ES)  serves  as  a  clearinghouse  for  labor  market  information  and  provides  individ- 
uals with  job  counseling,  job  development  and  job  placement  services.  This  assist- 
ance is  available  to  all  job  seekers.  The  ES  is  useful  as  an  assessment  and  referral 
agency,  particularly  for  those  who  are  readily  employable.  The  Trade  Adjustment 
Assistance  Program  provides  adjustment  assistance  to  workers  who  are  adversely 
affected  by  increased  imports.  This  assistance  includes  training,  weekly  readjust- 
ment allowances,  job  search  allowances,  relocation  allowances  and  training  related 
travel.  The  Clear  Air  Employment  Transition  Assistance  Program,  authorized  in 
1990,  provides  retraining  and  readjustment  assistance  to  workers  dislocated  by  a 
decision  to  reduce  employment  as  a  result  of  a  firm's  compliance  with  the  require- 
ments of  the  Clean  Air  Act. 

There  are  three  additional  programs  that  I  believe  will  be  of  particular  interest 
to  you  and  your  constituents. 

The  Economic  Dislocation  and  Worker  Adjustment  Assistance  Program  (EDWAA) 
was  created  in  1988  under  the  Trade  Act.  EDWAA  replaced  the  old  Title  III  Dis- 
located Worker  Program  with  a  new  program  for  dislocated  workers.  EDWAA  began 
operation  in  July  1989.  The  program  is  designed  to  serve  any  dislocated  worker  who 
is  unlikely  to  return  to  his  or  her  previous  industry  or  occupation.  It  includes  both 
a  State  grant  program  with  a  local  delivery  system  and  a  reserve  fund  allocated  by 
the  Secretaiy  of  Labor.  Eligibility  for  EDWAA  is  not  dependent  upon  the  cause  of 
dislocation.  EDWAA  provides  a  variety  of  responses  to  aislocation,  such  as  on-site 
rapid  response,  utilizing  specially  trained  teams,  often  before  workers  are  actually 
laid  off;  oasic  readjustment  services;  retraining  services;  needs-related  payments; 
and  labor-management  committees.  EDWAA  also  includes  incentives  for  workers  to 
begin  their  retraining  early  in  their  spell  of  unemployment. 

Eighty  percent  of  EDWAA  funds  are  allocated  to  the  States  by  formula.  At  least 
60  percent  of  these  funds  are  distributed  to  the  local  level,  and  not  more  than  40 

f)ercent  are  retained  for  State  activities,  such  as  rapid  response  or  supplementary 
ormula  grants  to  areas  with  special  needs.  The  Governor  is  responsible  for  overall 
program  administration,  management,  allocating  funds  to  suDstate  areas,  and 
targeting  funds  to  areas  of  major  dislocations.  In  my  handouts  I  have  included  the 
names  and  addresses  of  the  agencies  responsible  for  EDWAA  both  at  the  State  level 
and  here  in  the  Hampton  area. 

The  remaining  20  percent  of  EDWAA  funds  are  retained  in  a  National  Reserve 
account,  from  which  tne  Secretary  awards  special  grants  to  States  and  regions  expe- 
riencing major  displacements,  or  for  especially  hard-hit  workers  or  industries. 

A  second  program  is  the  Defense  Conversion  Adjustment  (DCA)  Program,  author- 
ized in  1990.  DCA  provides  retraining  and  readjustment  assistance  to  workers  dis- 
located by  defense  cutbacks.  This  is  a  targeted  program  which  assists  workers  dis- 
located as  a  result  of  the  closing  of  military  facilities  or  the  cancellation  or 
nonrenewal  of  national  defense  contracts.  Eligible  grantees  may  submit  applications 
to  the  Department  of  Labor  for  consideration.  Since  the  DCA  program  is  a  part  of 
the  JTPA  Title  III  program,  all  of  the  retraining,  readjustment  and  support  services 
available  to  a  dislocated  worker  under  a  regular  formula  or  discretionary  title  III 

grogram  are  available  to  a  dislocated  worker  being  served  by  a  DCA  program.  The 
iCA  program  received  a  one  time  appropriation  of  $150  million,  with  these  funds 
being  available  for  obligation  through  September  30,  1997.  Approximately  $63  mil- 
lion of  the  $150  million  has  been  obligated  to  date.  There  is  a  fact  sheet  on  the  DCA 
Program  contained  in  my  handouts. 

Tne  third  program  in  which  your  constituents  may  be  particularly  interested  is 
the  Defense  Diversification  Program  (DDP).  A  fact  sheet  on  this  program  is  also  in- 
cluded in  my  handouts.  The  DDP  Program,  which  was  authorized  in  1992,  provides 
retraining  and  readjustment  assistance  to  workers  and  military  personnel  dislocated 
by  defense  cutbacks  and  closures  of  military  facilities.  This  program  also  provides 
planning  support  and  conversion  assistance  for  diversification  of  aflected  facilities 
within  an  area  impacted  by  reductions  in  military  expenditures  or  closures  of  mili- 
tary facilities.  Last  week  the  Department  of  Defense  transferred  $75  million  to  the 
Department  of  Labor  to  begin  this  new  program,  which  will  be  administered  in  the 
same  manner  as  the  other  JTPA  discretionary  dislocated  workers  programs. 

Like  the  DCA  program,  the  DDP  program  provides  retraining,  readjustment  and 
supportive  services  to  eligible  participants.  In  addition,  skills  upgrading  may  be  pro- 
vided to  currently  employed  workers  in  nonmanagement  positions  in  order  to  con- 
vert a  defense  facility  to  some  other  use  and  to  prevent  a  closure  or  mass  layoff 
In  my  handouts  is  a  copy  of  the  July  9,  1992  Federal  Register  notice  which  pro- 
vides the  guidance  and  procedures  for  applying  for  regular  EDWAA  discretionary 
funds  and  for  Defense  Conversion  Adjustment  funds.  We  will  shortly  be  publishing 
guidelines  and  application  procedures  for  applying  for  Defenses  Diversification 
funds. 
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President  Clinton,  as  part  of  his  investment  proposals,  has  directed  the  Depart- 
ment of  Labor,  in  consultation  with  other  Departments  and  agencies,  to  develop  a 
comprehensive  dislocated  worker  program  that  will  be  able  to  address  readjustment 
needs  under  NAFTA,  Defense,  environmental  protection  and  the  Clean  Air  Act,  and 
any  other  cause  of  dislocation.  The  President's  budget  for  fiscal  year  1994  requests 
$1.9  billion  to  provide  comprehensive  employment,  training,  and  support  services. 

The  Department  is  currently  developing  a  legislative  proposal  to  be  submitted  to 
the  Congress  later  this  year.  In  developing  the  proposal,  we  are  carefully  reviewing 
the  experience  of  current  programs  serving  dislocated  workers,  and  many  studies 
and  recommendations.  In  addition,  we  are  consulting  with  congressional  members 
and  staff  and  a  wide  variety  of  other  interested  parties  as  we  develop  the  proposal. 
We  welcome  the  views  of  members  of  this  committee  on  the  features  of  the  new  pro- 
gram. 

Mr.  Chairman,  this  concludes  my  prepared  statement.  I  will  now  be  happy  to  re- 
sponse to  any  questions  you  or  other  members  of  the  committee  may  have. 

Senator  Robb.  Thank  you  very  much,  Mr.  Colombo,  both  for  your 
presentation  and  for  your  contribution  to  getting  us  closer  to  being 
back  on  schedule. 

In  this  panel  we  are  talking  about  the  workforce  and  individuals, 
and  we  have  a  couple  of  representatives  of  the  workforce,  entirely 
appropriate,  first,  Mr.  Ron  Ault  of  the  Metal  Trades  Council  and 
Machinists  and  Aerospace  Workers  from  Portsmouth.  I  might  say, 
Mr.  Ault,  that  I  had  occasion  last  night,  you  were  kind  enough  to 
provide  your  testimony  ahead  of  time,  and  I  have  read  as  I  think 
some  of  the  others.  If  you  would  like  to  summarize  that  at  all,  but 
in  any  event  we  are  very  pleased  to  have  you  with  us. 

STATEMENT  OF  RONALD  E.  AULT,  UNION  REPRESENTATIVE, 
INTERNATIONAL  ASSOCIATION  OF  MACHINISTS  AND  AERO- 
SPACE WORKERS,  COMMONWEALTH  OF  VIRGINIA 

Mr.  Ault.  Senator  Robb,  Congressman  Pickett,  Congressman 
Scott,  again,  my  name  is  Ronald  Ault.  I  am  a  union  representative 
for  the  IMAW  in  the  Commonwealth  of  Virginia.  I  am  here  rep- 
resenting the  AFL-CIO  Metal  Trades  Council. 

I  would  like  to  thank  you.  Senator,  for  holding  hearings  in  the 
State  which  is  being  so  drastically  and  adversely  affected  by  pro- 
posed defense  cuts. 

With  me  today  is  George  Yaeckel,  from  the  Naval  Aviation 
Depot.  He  is  the  chairman  of  Local  Lodge  39,  and  Frank  Stephens, 
the  chairman  of  the  Metal  Trades  Council  at  the  Norfolk  Naval 
Shipyard. 

I  am  not  going  to  make  any  impassioned  speeches  asking  for  as- 
sistance which  has  already  been  so  eloquently  pledged  to  the  people 
at  NADEP  and  also  our  workers  at  Norfolk  Naval  Shipyard.  One 
of  the  programs  that  I  will  summarize  is  a  defense  conversion  pro- 
gram that  we  have  with  our  union,  which  is  a  consortium. 

A  good  example  of  this  conversion,  or  transition,  at  work  may  be 
found  in  the  CALSTART  program  in  southern  California. 
CALSTART  is  a  consortium  with  my  union,  industry,  and  Govern- 
ment, which  is  working  with  a  company  called  Amerigon  to  build 
electric  cars  using  the  skills  of  aerospace  workers  now  jobless  be- 
cause of  the  cutbacks  in  military  spending. 

And  I  will  answer  any  questions. 

[The  prepared  statement  of  Mr.  Ault  follows:] 
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Prepared  Statement  of  Ronald  E.  Ault 

My  name  is  Ronald  E.  Ault,  and  I  am  a  union  representative  for  the  International 
Association  of  Machinists  and  Aerospace  Workers  in  the  Commonwealth  of  Virginia. 
I  am  here  representing  the  AFL-CIO  Metal  Trades  Council.  I  want  to  thank  you, 
Senator,  for  holding  these  hearings  in  this  state,  which  is  being  so  drastically  and 
adversely  affected  by  proposed  defense  budget  cuts.  With  me  today  is  deorge 
Yaeckel,  Chairman  of  Local  Lodge  39  at  Naval  Aviation  Depot,  Norfolk  and  Frank 
Stephens,  Chairman  of  the  Metal  Trades  Council  at  Norfolk  Naval  Shipyard,  Ports- 
mouth, VA. 

As  you  know,  our  union  represents  many  men  and  women  in  this  Commonwealth 
and  across  the  nation  who  already  have  or  soon  will  be  losing  their  jobs  because 
of  the  reductions  in  military  budgets  and  military  base  closings. 

I  do  not  need  to  remind  you.  Senator,  or  this  commission  that  you  are  convening 
at  a  time  when  the  United  States  government  is  giving  to  the  President  of  Russia 
an  immediate  $1.6  billion  in  assistance.  With  promises  of  more  to  come.  Reportedly 
some  of  that  money  will  be  used  to  aid  the  Russian  workers  and  those  in  the  former 
Soviet  Republics  to  convert  to  a  peacetime  economy. 

Senator  Robb,  neither  I  nor  my  organization  is  against  helping  the  people  of  the 
former  Soviet  Union. 

But  it  would  seem  the  men  and  women  of  this  nation  who  have  helped  us  to  win 
the  Cold  War  should  not  now  be  given  the  Cold  Shoulder  by  our  own  government. 

What  we  are  seeking  is  an  economic  conversion  program  of  the  type  President 
Clinton  described  in  his  Putting  People  First  Program. 

These  are  the  ingredients  that  we  believe  any  such  conversion  plan  should  in- 
clude: 

Until  President  Clinton's  overall  economic  stimulus  program  can  generate  the  nec- 
essary jobs,  our  approach  calls  for  a  GI  Bill  of  Rights  for  unemployed  defense  work- 
ers, which  would  compensate  them,  provide  them  and  their  families  with  full  health 
coverage,  and  train  and/or  retrain  them  until  they  can  find  other  jobs. 

Help  must  also  be  given  to  aid  communities  afiected  by  the  cutbacks. 

But  these  proposals  are  only  stopgap  measures. 

Jobs — good  jobs — in  the  manufacturing  sector  should  be  the  basic  goal  of  any  eco- 
nomic conversion  program  in  Virginia  and  throughout  the  United  States. 

We  see  these  new  jobs  generated  by  the  proposed  Rebuild  America  Fund  as  high- 
skilled,  high  tech,  highly  paid  jobs. 

Jobs  that  will  rebuild  our  nation's  manufacturing  base  and  also  its  infrastructure. 

Special  conversion  loans  and  grants  should  be  given  to  defense  contractors  who 
seek  to  compete  in  the  free  market,  provided  that  they  retain  their  workforces  in- 
tact. 

Other  special  incentives  must  be  provided  by  the  federal  government  to  encourage 
defense  companies  to  convert  existing  facilities  from  military  to  civilian  use. 

For  instance,  such  incentives  could  include,  but  not  be  limited  to,  technical  assist- 
ance in  developing  and  marketing  alternative  products.  They  could  further  include 
start-up  funds,  loan  guarantees  for  new  business  and  other  incentives,  such  as  tax 
credits. 

Hiring  preferences  must  also  be  given  to  those  civilian  employees  who  already 
have  been  affected  by  military  budget  cutbacks. 

A  good  example  of  conversion,  or  transition,  at  work  may  be  found  in  the 
CALSTART  program  in  Southern  California.  CALSTART  is  a  consortium  of  my 
union,  industry  and  government  which  is  working  with  a  company  called  Amerigon 
to  build  electric  cars,  using  the  skills  of  aerospace  workers  now  jobless  because  of 
the  cutbacks  in  military  spending. 

The  basic  ingredient  for  a  successful  conversion  prop-am  is  adequate  financing. 

As  more  and  more  civilian  employees  are  being  termmated,  it  becomes  more  and 
more  difficult  to  determine  the  exact  amount  necessary  to  accomplish  conversion 
without  doing  further  violence  to  defense-related  communities  and  the  many  mil- 
lions of  families  being  affected. 

Again,  referring  to  President  Clinton's  economic  strategy  paper,  it  would  seem 
that  the  $20  billion  from  the  Rebuild  America  Fund  invested  annually  would  be  a 
minimum  amount,  especially  in  the  first  years  of  conversion. 

As  I  said  earlier,  the  civilian  defense  workforce  played  a  big  part  in  winning  the 
cold  war.  It  is  now  time  for  their  government  to  show  its  gratitude,  demonstrate  its 
support  and  display  economic  justice  for  these  skilled  employees. 

Thank  you. 

Senator  Robb.  Thank  you  very  much.  I  was  reading  about  that 
last  night,  and  to  the  extent  we  can  find  that  kind  of  application 
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for  use  in  compatible  skills,  certainly,  that  is  a  step  on  the  right 
direction  that  really  is  the  heart  of  the  challenge.  I  might  add  that 
along  with  Congressman  Scott  indicated  he  is  going  to  be  over  at 
the  rework  depot  a  little  later  on  today.  I  am  going  to,  of  course, 
be  over  there  later  on  myself.  I  am  not  sure  whether  we  are  there 
at  the  same  time,  but  we  share  the  concern. 

Representing  the  folks  here  on  the  peninsula,  or  not  just  the 
folks  on  the  peninsula,  but  also  as  a  representative  of  the  folks  who 
actually  do  the  work,  we  have  Judith  Boyd  who  is  the  subdistrict 
supervisor  of  District  35  of  United  Steelworkers  of  America.  Ms. 
Boyd,  we  would  be  delighted  to  hear  from  you. 

STATEMENT  OF  JUDITH  BOYD,  SUBDISTRICT  SUPERVISOR, 
DISTRICT  35,  UNITED  STEELWORKERS  OF  AMERICA,  NEW- 
PORT NEWS,  VA 

Ms.  Boyd.  Rather  than  read  my  comments,  I  will  simply  move 
right  on  through  them.  My  name  is  Judy  Boyd  with  the  Steel- 
workers  Union.  I  represent  the  15,000-plus  hourly  employees  at 
Newport  News  Shipbuilding  and  Drydock  Co.  I  very  much  appre- 
ciate this  opportunity  because  any  cuts  in  defense  spending  will,  in 
all  likelihood,  or  can  affect  the  employees  there,  as  well  as  others 
in  the  Virginia  area. 

The  steelworkers  and  the  AFL-CIO  do  take  a  strong  stand  in 
support  of  conversion,  and  we  have  always  maintained  that  the  de- 
fense budget  should  be  based  only  on  security  needs  and  not  on  a 
need  for  jobs.  We,  however,  support  a  comprehensive  labor,  man- 
agement, and  Government  approach  to  this  problem,  a  partner- 
ship— a  full  partnership  including  labor.  But  where  strong  Federal 
policies  and  specific  programs  are  not  in  place,  union  leaders  are 
somewhat  hard  pressed  to  ask  workers  to  support  cuts  in  weapons 
systems  and  military  bases  when  there  are  few  options  available. 

The  issue  of  employment  security  has  always  been  one  of  our  pri- 
orities in  the  Steelworkers,  as  you  might  imagine,  yet  in  the 
eighties  our  members  faced  the  deepest  and  most  prolonged  eco- 
nomic crisis  since  the  founding  of  our  union.  Some  500,000  mem- 
bers lost  their  jobs.  And  typically,  in  some  cases  they  demanded 
that  the  workers  shoulder  the  entire  burden.  While  that  scenario 
described  is  somewhat  different  than  conversion,  the  consequences 
are  the  same;  the  workers  and  their  families  are  the  first  casual- 
ties. 

The  national  interest  dictates  that  this  country  make  the  very 
best  possible  use  of  the  defense  industry's  accumulated  resources, 
technology,  and  worker  skills.  Workers  are  willing  to  convert,  but 
in  the  process  they  should  not  be  forced  to  sacrifice  their  standard 
of  living,  they  should  not  have  to  lose  their  health  care  benefits, 
they  should  not  be  forced  to  relocate  to  other  communities  and 
other  States  to  put  food  on  the  table  for  their  families.  They  should 
also  not  lose  their  identity  in  the  process  as  productive,  contribut- 
ing members  of  society. 

We  have  a  highly  skilled  workforce  at  Newport  News  Shipbuild- 
ing, and  these  workers  should  not  lose  those  skills.  I  would  like  to 
say  at  this  time,  I  want  to  be  on  record  as  a  representative  of  the 
international  union,  we  are  in  full  support  of  CVN-76  funding  in 
fiscal  year  1995.  If  the  primarily  defense-dependent  shipyard  loses 
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its  chief  customer,  the  Navy,  there  are  some  questions  that  we 
want  to  quickly  ask. 

To  what  degree  will  the  shipyard  be  able  to  covert  to  a  "private 
facility"?  How  quickly  can  that  conversion  take  place?  How  many 
workers  will  have  to  be  sacrificed  in  the  process?  Can  the  skill  level 
of  the  workers  be  maintained?  To  what  extent  will  the  community 
be  impacted  and,  while  we  are  reeling,  who  will  save  us  if  we  do 
not  take  steps  to  save  ourselves? 

I  pose  these  questions  because  Mr.  Babcock  with  the  chamber  of 
commerce  I  thought  brought  up  some  real  critical  issues.  It  is  all 
about  training,  skills,  and  jobs.  We  recognize  downsizing  and  some 
plant  closures  are  going  to  be  inevitable,  but  economic  conversion 
will  not  just  happen  on  its  own. 

All  right,  I  will  summarize,  thank  you.  The  AFL-CIO  Executive 
Council's  recommendations  are  contained  in  the  record.  They  are  a 
point-by-point  plan  of  what  the  recommendations  are  and  we  would 
appreciate  your  attention  to  those  recommendations. 

In  closing,  just  simply  it  comes  down  to  people;  it  comes  down 
to  workers,  families.  Let  us  each  and  all  understand  the  devasta- 
tion of  dislocation.  The  displaced  worker  is  a  victim  of  a  concerted 
attack  on  his  or  her  position  as  a  viable  member  of  the  community 
and  the  family.  The  attack  is  so  so  subtle.  It  starts  with  the  loss 
of  a  job.  It  continues  with  the  indignity  of  unemployment  and  frus- 
tration of  job  search.  Self-worth  is  lost,  depression  sets  in,  and  that 
is  just  the  beginning. 

This  country  needs  a  systematic  approach  to  economic  conversion 
which  will  contribute  to  economic  recovery  in  the  short  term,  while 
enhancing  economic  growth  in  the  long  term.  Again,  we  ask  that 
a  joint  partnership  be  strongly  considered  here.  Thank  you  so 
much. 

[The  prepared  statement  of  Ms.  Boyd  follows:] 

Prepared  Statement  of  Judy  Boyd 

Mr.  Chairman,  my  name  is  Judy  Boyd.  I  am  Sub-District  Director  of  the  United 
Steelworkers  of  America  and  I  represent  the  15,000  hourly  workers  employed  at  the 
Newport  News  Shipbuilding  and  Dry  Dock  Company. 

I  especially  appreciate  this  opportunity  to  speak  to  this  critical  issue  of  defense 
conversion  because  it  is  these  same  workers  that  could  be  adversely  affected  by  cuts 
in  military  spending. 

The  United  Steelworkers  of  America  and  the  national  AFL-CIO  have  taken  a 
strong  stand  in  support  of  conversion.  We  have  always  maintained  that  the  defense 
budget  should  be  based  only  on  security  needs,  and  not  on  a  need  for  jobs. 

We   support   a  comprehensive   labor-management-govemment   approach  to   this 

eroblem.  But  where  strong  federal  policies  and  specific  programs  are  not  in  place, 
Tnion  leaders  are  hard  pressed  to  ask  workers  to  support  cuts  in  weapons  systems 
and  military  bases  when  there  are  few  options  available. 

The  issue  of  employment  security  has  always  been  one  of  the  highest  priorities 
with  the  United  Steelworkers.  Yet,  during  the  1980*3,  our  members  faced  the  deep- 
est and  most  prolonged  economic  crisis  since  the  founding  of  our  Union.  Some 
500,000  members  lost  their  jobs  in  this  period,  and  many  who  remained  suffered 
deeply  as  a  result  of  this  crisis. 

In  some  cases,  employers  attempted  to  exploit  these  tragic  circumstances  instead 
of  solving  financial  problems,  instead  of  cutting  their  own  salaries  and  perks  and 
instead  of  facing  up  to  waste,  inefiiciency,  and  oloated  management,  they  typically 
demanded  that  workers  shoulder  the  entire  burden. 

While  the  scenario  described  above  resulted  from  reasons  other  than  conversion, 
the  consequences  are  the  same.  The  workers  and  their  families  are  the  first  casual- 
ties. 
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The  dramatic  changes  in  the  former  Soviet  Union  have  greatly  altered  the  na- 
tion's defense  needs.  Related  cuts  in  military  spending,  base  closures  and  reductions 
in  the  number  of  military  personnel  have  added  greatly  to  the  recessionary  pres- 
sures in  the  economy. 

The  national  interest  dictates  that  this  country  make  the  best  possible  use  of  the 
defense  industry's  accumulated  resources,  technology  and  workers  skills.  The  de- 
fense industry  was  built  to  meet  the  government's  military  requirements;  the  gov- 
ernment now  has  a  unique  responsibility  to  assure  that  these  resources  are  effec- 
tively converted  to  the  production  of  needed  goods  and  services. 

Workers  who  have  laoored  in  jobs  related  to  our  national  defense  needs — some  in 
the  military,  some  as  civilian  employees  of  DOD  and  others  in  defense  production 
plants — should  be  given  opportunities  to  put  their  talents  to  use  in  the  civilian  pro- 
duction. They  and  their  families  must  be  assured  financial  security  in  the  transition. 

We  must  as  a  nation  recognize  that  government  decisions  which  effectively  cut 
jobs  cost  society  as  a  whole  in  terms  of  the  economic  and  social  hardships  faced  by 
workers  and  their  families. 

It  is  essential  to  apply  the  same  planning  resources  that  have  gone  into  the  de- 
fense buildup  for  conversion  and  retraining. 

Workers  are  willing  to  convert — but  in  the  process,  they  should  not  be  forced  to 
sacrifice  their  standard  of  living  *  *  *  lose  their  health  care  benefits  *  *  *  be  forced 
to  relocate  to  other  communities/states  to  put  food  on  the  table  ♦  •  *  lose  their  iden- 
tity as  productive  contributing  members  of"  society. 

We  have  a  highly  skilled  workforce  at  Newport  News  Shipbuilding.  Workers 
should  not  lose  these  skills. 

The  defense  industry  has  been  a  major  source  of  manufacturing  jobs  in  this  coun- 
try and  while  manufacturing  jobs  have  declined  to  about  17  percent  in  the  United 
States,  in  defense  they  account  for  57  percent  of  the  work.  At  Newport  News  Ship- 
building, the  Navy  is  the  work. 

If  the  primarily  defense  dependent  shipyard  loses  its  chief  customer — the  Navy — 
how  will  these  questions  be  answered: 

1.  To  what  degree  will  the  shipyard,  which  employees  approximately  23,000  em- 
ployees, be  able  to  convert  to  a  "private"  facility; 

2.  How  quickly  can  such  conversion  take  place; 

3.  How  many  workers  will  be  sacrificed  in  the  process; 

4.  Can  the  skill  level  of  the  workers  be  maintamed; 

5.  To  what  extent  will  be  community  be  impacted;  and, 

6.  And  while  we  are  reeling,  who  will  save  us  if  we  don't  take  steps  to  save  our- 
selves. 

Economic  conversion  will  not  happen  of  its  own  accord.  Government,  employers, 
and  workers  must  be  involved.  It  is  vital  that  we  not  sell  short  the  insights  and 
planning  capabilities  of  workers  and  their  Unions. 

The  ;^Lr-CIO  Executive  Council's  recommendations  on  conversion  provide  for  the 
following: 

CONVERSION  PLANNING 

•  A  national  commission  in  which  labor,  industry  and  government  together  plan 
and  coordinate  conversion  related  activities. 

•  Community  committees  in  defense  dependent  areas  where  labor,  management 
and  local  leaders  can  work  together  to  develop  conversion  plans. 

•  In  Plant  Alternative  Use  Committees  to  engage  labor  and  management  in  joint 
exploration  of  civilian  market  possibilities. 

•  Sufficient  advance  notice  of  defense  procurement  cancellations  and  cutbacks  to 
allow  time  to  develop  alternative  use  plants. 

•  Appropriate  funds  to  facilities  the  planning  process. 

BUSINESS  DEVELOPMENT  PROGRAM  SHOULD  PROVIDE 

•  Incentives  to  help  firms  convert  existing  facilities  from  military  to  civilian  use. 

•  Plant  Level  Technology  and  skill  assessments  to  inventory  the  production  po- 
tential of  defense  related  establishments. 

•  Support  for  new  business  ventures. 

•  Startup  Funds  for  planning,  research  and  development  in  the  form  of  grants, 
loans,  loan  guarantees  or  tax  incentives. 

THE  ASSISTANCE  PROGRA.M  FX)R  WORKERS  SHOULD  PROVIDE 

•  At  least  six  months  notice  of  major  layofi's  and/or  closing  of  defense  plants  or 
military  bases. 
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•  At  least  one  week  of  severance  pay  for  every  year  of  service  at  the  affected  es- 
tablishment. 

•  A  special  federal  unemployment  system  with  training  and  income  support  simi- 
lar to  those  provided  under  the  Early  Trade  Adjustment  Program. 

•  Expansion  of  training,  re-training,  relocation  and  placement  programs. 

•  Adequate  health  insurance  protection  for  displaced  workers  and  their  families. 

•  Early  retirement  options  for  workers  affected  by  defense  contracts  to  be  paid 
for  out  of  special  adjustment  fund. 

Today,  the  federal  government  confronts  new  challenges  but  it  is  presented  with 
new  opportunities  as  well.  We  have  a  historic  opportunity  to  help  restore  growth, 
not  just  for  defense  workers,  but  for  all  workers. 

In  the  United  States,  the  last  few  years  have  left  us  reeling:  a  poor  economic 
record,  years  of  recession,  unprecedented  numbers  of  bankruptcies  and  plant  clo- 
sures and  a  manufacturing  sector  weakened,  in  some  cases  to  the  point  of  extinc- 
tion. 

This  country  needs  a  systematic  approach  to  economic  conversion  which  will  con- 
tribute to  economic  recovery  in  the  short  run,  while  enhancing  economic  growth  in 
the  long  run.  Action  is  needed  and  it  is  needed  now  *  *  *  for  the  worker,  the  family, 
the  community,  and  for  society  as  a  whole. 

Let  us — each  and  all — understand  the  devastation  of  dislocation.  The  displaced 
worker  is  a  victim  of  a  concerted  attack  on  his  or  her  position  as  a  viable  member 
of  the  community  and  family.  The  attack  is  subtle;  it  starts  with  the  loss  of  a  job; 
continues  with  the  indignity  of  unemployment  and  frustration  of  job  search.  Self- 
worth  and  confidence  is  eroded:  depression  and  inactivity  are  likely  consequences 
and  this  is  just  the  beginning. 

The  nation  needs  adequate  planning  at  the  national  and  local  level  to  deal  with 
the  challenge  of  economic  conversion.  Workers  displaced  by  such  conversion  are  all 
too  often  workers  displaced  unnecessarily. 

Thank  you. 

Senator  Robb.  Thank  you  very  much,  Ms.  Boyd.  Your  emphasis 
on  partnership  is  one  that  I  think  certainly  all  of  those  assembled 
certainly  fully  agree  with,  and  we  appreciate  it  very  much. 

I  might  mention  just  before  we  move  to  the  academic  side  of  the 
question  that  we  have,  among  others  in  the  audience,  the  State 
president  of  the  AFI^CIO,  Danny  LeBlanc.  And  we  appreciate, 
Danny,  very  much  your  coming  and  being  with  us  this  morning. 
And  we  thank  you  for  your  eloquent  testimony. 

Now,  Dr.  Jim  Koch  from  Old  Dominion  University.  ODU  has 
been  kind  enough  to  come  up  and  give  the  Virginia  delegation  a 
very  informative  briefing  on  some  of  the  things  that  they  are  doing 
in  this  area.  And  I  am  very  pleased.  Dr.  Koch,  that  you  could  join 
us  today.  Dr.  Koch. 

STATEMEP^  OF  JAMES  V.  KOCH,  PH.D.,  PRESIDENT,  OLD 
DOMINION  UNIVERSITY,  NORFOLK,  VA 

Dr.  Koch.  Thank  you,  Senator  Robb  and  Congressman  Scott, 
Congressman  Pickett. 

I  will  cut  right  to  the  chase  in  the  interest  of  time.  We  think  that 
the  best  thing  we  can  do  is  to  actually  retrain  people  for  jobs  that 
are  available.  A  very  good  example  of  this  philosophy  in  operation 
is  our  military  transition  program  for  teachers.  We  have  700  cur- 
rent and  former  military  people  in  the  program.  Each  holds  a  bach- 
elor's or  a  master's  degree.  We  turn  them  into  certified  teachers  in 
a  period  that  averages  about  18  months.  We  have  graduated  110 
individuals,  more  than  90  percent  of  them  currently  have  jobs.  A 
very  successful  program,  successful  enough  that  Fred  Francis  from 
NBC  News  came  down  this  last  summer  and  did  a  segment  on  us 
which  did,  in  fact,  appear  on  the  evening  news. 
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We  now  are  looking  at  two  things.  The  first  is  exporting  the  pro- 
gram and  the  second  is  expanding  it  to  other  disciplines.  In  terms 
of  exporting,  we  have  a  great  ability  to  do  that.  Old  Dominion  owns 
a  KU  band  satellite  uplink  and  currently  we  actually  send  out  90 
televised  higher  education  courses  a  year  for  credit.  It  is  interactive 
so  that  the  students  and  facultv  can  talk  to  each  other  and  it  works 
rather  well.  It  is,  in  fact,  fairly  high  quality.  We  have  now  grad- 
uated 80  nurses  on  Virginia's  Eastern  Snore  and  all  80  have  passed 
the  nursing  board  exam,  so  we  have  proved  we  can  do  this  well. 

We  have  the  potential  to  send  this  to  other  spots  in  Hampton 
Roads,  or  to  send  it  to  San  Diego  or  to  Charleston  or  to  Jackson- 
ville. We  wish  to  extend  it,  and  are  extending  it  now  to  include  en- 
gineering technology,  nursing,  and  the  allied  health  sciences — all 
areas,  all  occupations  where  there  are  jobs. 

Finally,  very  briefly  I  would  like  to  note  relative  to  shipbuilding 
that  Old  Dominion  University  does  have  pending  before  the  Center 
for  Innovative  Technology  two  proposals  relating  to  shipbuilding 
and  ship  repair,  one  primarily  focused  on  environmental  concerns, 
the  other  on  improving  manufacturing  processes  so  that  we  can  do 
things  better  and  differently.  What  we  are  after  there  is  matching 
dollars  that  we  can  then  use  to  take  to  ARPA  in  order  to  get  some 
Federal  dollars. 

Thank  you. 

[The  prepared  statement  of  Dr.  Koch  follows:] 

Prepared  Statement  of  Dr.  James  V.  Koch 

Thank  you.  I  am  privileged  to  have  the  opportunity  to  talk  with  you  about  Old 
Dominion  University  s  activities  in  the  area  oi  labor  force  transition  and  retraining. 
These  activities  are  substantial,  and  we  believe  provide  a  model  that  can  be  utilized 
elsewhere. 

We  are  all  aware  that  hundreds  of  thousands  of  individuals  currently  are  leaving 
active  service  in  the  military,  and  that  thousands  more  will  do  so  in  the  next  few 
years.  We  must  help  them  in  their  transition  to  civilian  employment.  In  addition, 
thousands  of  other  individuals  who  are  employed  by  firms  that  work  for,  or  supply, 
the  military  services  must  now  find  other  employment. 

Old  Dominion  University's  approach  to  these  challenging  problems  has  been  to  de- 
vise programs  that  train  displaced  individuals  for  jobs  that  actually  are  available. 
In  the  University's  view,  it  does  little  good  for  us  to  refocus  and  retrain  individuals 
for  occupations  in  which  there  are  relatively  few  jobs  available. 

The  University's  Military  Transition  Program  for  Teachers  illustrates  this  philoso- 
phv  in  action.  It  enrolls  700  current  and  former  military  personnel,  each  of  whom 
will  become  a  certified  teacher  in  a  time  period  that  averages  18  months.  Each  indi- 
vidual in  the  program  already  holds  a  bachelor's  degree  or  a  master's  degree.  The 
great  majority  of  the  participants  in  the  program  intend  to  teach  science  or  mathe- 
matics, although  almost  100  individuals  will  become  certified  in  the  area  of  special 
education. 

The  largest  demand  for  newly  certified  teachers  now  exists  at  the  middle  school 
level,  and  hence  that  is  where  the  large  majority  of  the  program's  110  graduates 
have  found  employment  thus  far.  As  the  present  demographic  bulge  of  middle  school 
students  moves  into  high  schools,  more  of  the  military  transition  program  graduates 
will  be  employed  at  the  high  school  level.  Over  90  percent  of  the  program's  grad- 
uates have  found  teaching  jobs,  and  all  but  14  have  found  those  jobs  nere  in  Vir- 
ginia. The  program  can  be  custom-designed,  however,  to  enable  the  participant  to 
qualify  for  teacher  certification  in  any  state. 

The  military  transition  program  for  teachers  works  well  for  several  reasons.  First, 
it  enrolls  self-selected,  highly  motivated  individuals.  Second,  it  is  relatively  brief  and 
requires  only  about  18  months  for  the  average  person  to  complete.  Third,  partici- 
pants can  begin  the  program  while  they  are  still  in  military  service.  Fourth,  partici- 
pants can  undertake  the  program  on  a  part-time  basis.  Fifth,  the  program  has  as- 
sembled a  record  of  success,  and  principals  and  superintendents  are  pleased  with 
the  graduates,  whom  they  find  to  fee  staole,  mature,  and  committed.  Sixth,  partici- 
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pants  can  access  the  program  at  several  different  locations,  including  Norfolk,  Vir- 
ginia Beach,  and  Hampton.  Seventh,  and  perhaps  most  important,  there  are  many 
teaching  jobs  available  in  Virginia  and  other  states.  In  Hampton  Roads,  more  than 
1,000  new  teachers  were  hired  this  past  year.  Few  other  prospective  occupations 
offer  such  immediate  employment  opportunities. 

This  past  summer,  NBC-TV's  Fred  Francis  came  to  Old  Dominion  University  to 
record  a  segment  on  the  University's  military  transition  program  for  teachers,  wriich 
he  billed  as  the  largest  and  most  successful  in  the  United  States.  The  segment  was 
shown  on  the  evening  news. 

Old  Dominion  University  has  announced  its  intention  to:  (1)  export  the  program 
to  locations  outside  of  Hampton  Roads;  and,  (2)  expand  the  program  to  include  other 
majors  and  occupations.  Old  Dominion  owns  and  operates  a  KU-band  satellite 
upfink  that  it  currently  utilizes  to  distribute  90  televised  university  courses  per 
year.  These  courses  are  offered  in  more  than  20  localities  in  Virginia  and  lead  to 
degrees  such  as  bachelor's  degrees  in  nursing  and  engineering  technology,  and  mas- 
ters degrees  in  engineering  management.  The  televised  courses  are  mteractive — 
students  not  only  can  see  the  Old  Dominion  University  faculty  member,  but  they 
can  also  talk  baclc  and  forth  with  him/her.  In  addition,  the  interactive  nature  of  the 
instruction  includes  microcomputer  connections  that  allow  students  to  access  the 
University's  library  catalog  and  CD-ROM  data  bases,  and  to  perform  experiments 
and  simulations  in  disciplines  ranging  from  chemistry  to  economics. 

The  quality  of  these  televised  enorts  is  high.  In  the  case  of  Old  Dominion's  bacca- 
laureate program  in  nursing,  which  is  transmitted  to  Virginia's  Eastern  Shore  and 
to  Martinsville,  more  than  80  individuals  have  completed  the  program  and  all  of 
them  have  successfully  passed  the  nursing  board  examination. 

Old  Dominion  intends  to  expand  the  program  to  include  other  academic  dis- 
ciplines and  occupations,  including  engineering  technology,  allied  health  sciences, 
and  nursing.  Each  of  these  programs  currently  is  exported  from  Norfolk  via  Old  Do- 
minion's higher  education  television  network,  which  is  known  as  TELETECHNET. 
These  interactive  television  network  efforts  have  won  several  national  prizes. 

The  newly  adopted  military  transition  disciplines — engineering  technology,  allied 
health  sciences,  and  nursing — will  prepare  individuals  for  occupations  in  which 
there  are  many  jobs  available.  This  is  preferable  to  other,  more  general,  training 
which  does  not  result  in  later  employment  and  which  might,  in  the  process,  deplete 
both  the  resources  and  the  enthusiasm  of  graduates  who  become  frustrated  when 
their  training  does  not  lead  to  new  civilian  employment. 

Old  Dominion  University  believes  that  it  is  now  appropriate  to  extend  entrance 
in  the  program  to  non-military  personnel,  especially  those  who  are  being  displaced 
from  their  jobs  because  of  changing  military  expenditures  and  priorities.  Ship  con- 
struction and  repair  employees  will  oe  a  special  target  in  this  regard. 

Finally,  the  University  is  seeking  federal  funding  to  assist  it  in  exporting  its  mili- 
tary transition  program  and  in  expanding  its  academic  disciplines  and  occupations. 
Please  note  that  the  University  has  not  received  any  Commonwealth  of  Virginia  or 
federal  funding  to  support  its  efforts  thus  far. 

Thank  you  Tor  the  opportunity  to  talk  about  this  exciting  program.  I  would  be 
pleased  to  respond  to  your  questions. 

Senator  ROBB.  Thank  you  very  much,  Dr.  Koch.  I  appreciate  your 
coming,  we  appreciate  your  leadership  in  this  area,  and  we  also  ap- 
preciate your  brevity  given  the  special  circumstances  at  this  point. 

Our  host  at  this  point,  Dr.  Robert  Templin,  is  the  president  of 
Thomas  Nelson  Community  College.  And  Dr.  Templin,  we  thank 
you  not  only  for  your  hospitality,  but  for  your  willingness  to  share 
with  us  your  own  testimony  this  morning. 

STATEMENT  OF  ROBERT  G.  TEMPLIN,  JR.,  PH.D.,  FRESmENT, 
THOMAS  NELSON  COMMUNITY  COLLEGE,  HAMPTON,  VA 

Dr.  Templin.  Thank  you.  Senator  and  Congressmen. 

I  want  to  express  my  appreciation  for  your  holding  your  hearing 
here  and  for  putting  up  with  the  noise  that  we  have  in  our  facility. 
As  you  know,  community  colleges  are  no-frill  operations,  and  we 
literally  partitioned  the  cafeteria  to  hold  this  hearing  and  the  peo- 
ple that  we  are  talking  about  being  retrained  are  on  the  other  side 
right  at  this  moment  eating  lunch.  So,  we  appreciate  your  patience. 
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I  also  will  get  right  to  the  point.  You  have  heard  about  the  Pe- 
ninsula Advanced  Technology  Center.  It  has  five  major  compo- 
nents, and  I  am  going  to  speak  to  one  of  those,  that  deal  with  the 
integration  of  training  and  employment  services  through  an  effort 
between  business,  labor,  the  military  organizations,  the  academic 
institutions,  and  other  training  providers  coming  together. 

We  have  an  effort  that  represents  more  than  30  different  organi- 
zations that  have  come  together  under  the  leadership  of  Frank 
Edgar,  who  is  the  regional  director  of  the  Virginia  Employment 
Commission,  and  Roy  Budd  who  is  an  employee  of  Thomas  Nelson 
Community  College.  And  we  are  forging  a  partnership  that  will  do 
four  things. 

First,  to  develop  a  regional  approach  to  training  and  retraining. 
Most  of  our  communities  have  training  facilities,  but  they  are  not 
coordinated.  In  fact,  in  Virginia  we  have  14  different  agencies  that 
have  training  responsibility,  but  they  do  not  necessarily  work  with 
one  another.  Our  effort  is  to  create  a  seamless  program  that  gets 
our  existing  programs  to  collaborate  with  one  another  in  a  regional 
partnership. 

Second  is  to  integrate  the  training  and  employment  services  that 
are  available  to  workers  and  employers.  Rignt  now  we  have  a 
hodgepodge  maze  of  complicated  services  that  a  laidoff  worker  has 
to  go  through  in  order  to  find  assistance,  get  retraining,  and  then 
get  job  placement.  We  need  to  make  that  a  user  friendly  system  by 
coordinating  our  efforts  and  trying  to  focus  on  helping  workers  be- 
fore they  are  laid  off. 

In  fact,  if  there  is  one  suggestion  I  could  make  about  Federal  pol- 
icy, it  is  that  we  need  to  act  wav  before  the  workers  are  actually 
laid  off.  We  have  companies  that  know  that  they  will  be  downsizing 
months  in  advance,  but  we  are  not  able  to  work  with  them  in 
enough  time  to  help  employees  and  their  families  from  the  agoniz- 
ing pain  of  dislocation. 

Third,  we  are  trying  to  develop  a  human  capital  investment 
strategy  that  encourages  area  employers  to  continuously  reinvest 
in  their  employees.  Defense  conversion  will  be  with  us  but  a  short 
while;  international  competitiveness  is  the  long-term  picture.  How 
will  this  Nation  encourage  its  employers  and  its  communities  to  see 
its  human  resources  as  its  most  competitive  resource  that  must  be 
continuously  reinvested  in? 

And  finally,  we  are  focusing  on  developing  programs  of  school-to- 
work  transition  that  help  the  vast  majority  of  our  youngsters  that 
are  coming  out  of  school  to  have  assistance  with  the  job  skills  that 
are  necessary  to  find  employment,  without  bouncing  around  in  low- 
wage  part-time  jobs  for  months,  and  sometimes  years  after  gradua- 
tion. America  is  one  of  the  few  places  in  the  developed  world  that 
does  not  provide  assistance  to  its  high  school  graduates  before  they 
graduate,  to  get  the  work  skills  that  are  necessary  and  then  the  job 
placement  assistance  to  find  viable  employment. 

There  are  three  things  that  we  need  help  with.  One  is  that  we 
need  funding  and  assistance  for  the  training  and  education  facili- 
ties and  services  that  are  designed  to  prepare  our  workers  for  the 
future.  Thomas  Nelson  Community  College  is  a  good  example.  We 
train  over  8,000  workers  per  year,  but  our  State  funding  has  been 
cut  by  25  percent  over  the  past  3  years,  we  are  overextended  in  our 
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capacity,  and  we  need  the  assistance  to  enhance  our  capacity,  to 
meet  tne  needs  of  the  community.  That  is  true  for  Old  Dominion 
University,  Christopher  Newport  University,  and  other  faciHties  as 
well. 

We  need  facilities  and  services  in  the  emerging  occupational 
fields  like  computer  controlled  machine  tool  operations,  high  per- 
formance manufacturing,  software  applications  to  office  tech- 
nologies. These  are  where  the  companies  of  the  future  are  going  to 
find  the  high-skill,  high-waged  jobs  of  the  future. 

And  then  finally,  we  need  assistance  with  establishing  a  long- 
term  strategy  in  helping  our  schools  to  make  school  reforms  that 
are  directea  at  the  majority  of  our  kids.  Not  the  minority  that  are 
going  on  for  baccalaureates,  but  the  majority  of  kids  to  achieve 
knowledge  and  skill  at  a  world-class  level  by  integrating  work  and 
learning  much  earlier  than  at  high  school  graduation.  And  in  par- 
ticular, I  call  to  your  attention  tne  youth  apprenticeship  program 
which  is  now  unaer  consideration  in  the  Federal  Government.  This 
is  a  program  that  is  long  overdue  and  that  we  need  desperately  in 
our  schools. 

Thank  you  very  much  for  being  with  us. 

[The  prepared  statement  of  Dr.  Templin  follows:] 

Prepared  Statement  of  Dr.  Robert  G.  Templin,  Jr. 

I  am  here  today  to  present  an  outline  of  the  plans  which  are  being  developed  by 
a  consortium  of  educational  institutions,  training  providers,  military  personnel, 
businesses,  and  the  Virginia  Employment  Commission  aimed  at  helping  the  region 
to  achieve  greater  economic  diversity  through  the  reorganization  and  strategic  repo- 
sitioning 01  its  training  and  employment  services  resources.  These  efforts  are  orga- 
nized as  one  of  five  initiatives  of  the  Peninsula  Advanced  Technology  Center  which 
has  been  mentioned  earlier  in  today's  testimony. 

The  PATC  Trainin^etraining  Work  Group,  chaired  by  Frank  Edgar,  Regional 
Director  of  the  Virginia  Employment  Commission,  and  Roy  Budd  of  Thomas  Nelson 
Community  College,  has  defined  four  broad  goals  to  assist  the  Peninsula  meet  the 
challenges  of  defense  conversion  and  economic  diversification: 

•  Develop  a  regional  training  and  retraining  strategy.  The  objective  is  to  retrain 
people  before  they  are  laid  off  their  current  jobs,  as  well  as  to  meet  the  specific 
needs  of  area  employers. 

•  Integrate  training  and  employment  services.  The  objective  is  to  prepare  workers 
for  a  specific  employer's  job  through  the  successful  completion  of  a  directed  course 
of  study. 

•  Create  a  human  capital  reinvestment  strategy.  The  objective  is  to  stimulate  in- 
vestment in  recurrent  training.  Area  companies  presently  spend  less  than  1  percent 
of  their  pajTTjll  on  retraining  and  updating  skills. 

•  Develop  a  school-to-work  transition  program.  The  region  needs  a  system  to 
smoothly  integrate  2,000  high  school  graduates  from  13  area  high  schools  into  the 
workforce  with  the  requisite  skills  each  year. 

The  Federal  Government  can  do  three  things  to  assist  these  efforts. 

First,  we  need  federal  participation  in  the  launching  of  the  Peninsula  Advanced 
Technology  Center.  We  especially  need  funding  assistance  for  the  training  and  edu- 
cation facilities  and  services  that  are  designed  to  prepare  our  workers  for  nigh  skill, 
high  wage  employment.  There  is  a  significant  need  for  the  retraining  of  defense-re- 
lated workers  so  that  they  obtain  the  knowledge  and  skills  that  will  allow  them  to 
be  productive  in  a  high  technology,  globally  competitive  environment.  It  is  one  thing 
to  attract  industry  representatives  to  federal  labs  to  test  new  technologies  and 
evaluate  commercialization  prospects.  It  is  totally  another  thing  to  have  a  whole 
company  with  research,  development,  and  manufacturing  capabilities  decide  to  lo- 
cate and  expand  in  that  community.  A  highly  skilled  front-line  workforce  which  is 
knowledgeable  about  these  emerging  technologies  and  integrated  manufacturing 
processes  is,  therefore,  an  essential  component  of  our  economic  development  strat- 
egy. Consequently,  there  is  a  need  to  provide  the  basic  and  advanced  training  need- 
ed in  such  fields  as  machine  tool  operations,  high  performance  manufacturing,  total 
quality  management,  and  software  applications  to  office  technologies — to  mention 
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but  a  few.  Federal  assistance  will  be  critical  in  light  of  the  Commonwealth  of  Vir- 
ginia's declining  ability  to  support  post  secondary  education  and  training. 

Second,  we  need  for  the  Federal  Government  to  create  incentives  which  encourage 
employers  to  reinvest  in  their  human  capital  and  to  develop  thing  programs  for 
their  workers  at  all  levels  to  assure  their  continuing  development  toward  world- 
class  standards  and  to  allow  the  workplace  to  take  full  advantage  of  employees'  po- 
tential. 

Finally,  we  need  to  establish  and  support  educational  reform  in  our  public  schools 
which  emphasizes  the  achievement  of  world-class  knowledge  and  skills  for  all  our 
students — not  just  those  pursuing  baccalaureate  studies  in  college.  We  must  find 
ways  to  integrate  work  and  learning  while  children  are  still  in  school,  such  as 
through  youth  apprenticeship  programs,  school -to -work  transition  programs  and  a 
more  comprehensive  system  of  apprenticeship,  technical  and  professional  certifi- 
cation, and  associate  degrees  for  the  majority  of  Americans  and  adult  workers  who 
do  not  pursue  a  baccalaureate  degree.  Only  by  making  a  long-term  conrmiitment  to 
the  development  of  those  human  resources  does  America  have  the  promise  of  eco- 
nomic revitalization  after  defense  downsizing. 

Thank  you  very  much. 

Senator  Robb.  Thank  you  very  much,  Dr.  TempHn,  for  a  very 
succinct  but  important  rundown  of  the  points  that  we  clearly  need 
to  be  considering,  and  I  think  there  is  widespread  agreement  if  we 
could  find  a  way  to  move  through  those. 

I  know  that  Congressman  Pickett  has  to  leave.  He  has  a  sched- 
uled appointment  that  requires  him  to  depart  at  noon.  Congress- 
man Pickett,  do  you  have  questions  for  this  panel? 

Mr.  Pickett.  I  do  not  have  a  question.  I  simply  want  to  com- 
mend the  panel  for  the  presentations  that  they  have  made,  because 
the  essence  of  your  remarks  came  through  very  clearly.  And  we  do 
have  your  testimony  and  we  will  read  that  in  its  entirety. 

And  I  want  to  thank  you  again,  Senator  Robb,  for  this  oppor- 
tunity, and  regret  that  a  previously  scheduled  commitment  does 
not  allow  me  to  stay  any  longer  than  noon  today.  Thank  you  very 
much. 

Senator  Robb.  Thank  you  very  much,  Congressman  Pickett.  We 
appreciate  your  being  with  us. 

Let  me  just,  as  we  are  noting — I  saw  State  Senator  Louise  Lucas 
who  had  come  and  joined  us.  I  just  want  to  thank  you  for  joining 
us  for  this  particular  hearing. 

Now  I  ask  Congressman  Scott,  do  you  have  any  questions  you 
would  like  to  direct  briefly  to  this  panel? 

Mr.  Scott.  Well,  I  am  not  going  to  ask  a  question.  I  just  want 
to  thank  the  panel  for  their  comments  and  particularly  thank  Bob 
Templin  for  his  hard  work  in  this  area.  And  also  he  mentioned 
some  of  the  work  of  Work  Force  2000,  which  would  continue  the 
work  of  defense  conversion  and  making  sure  the  workers  are  pre- 
pared for  the  jobs  of  the  future. 

Thank  you. 

Senator  Robb.  Thank  you  very  much.  Congressman  Scott. 

Just  one  quick  question  for  Ms.  Boyd  or  Mr.  Ault.  Are  most  of 
the  workers  who  are  likely  to  be  directly  affected  getting  at  least 
the  information  that  is  currently  available,  know  how  to  access 
whatever  aid  is  currently  available  to  them  through  either  their 
own  local  representatives  or  through  some  other  channel?  Is  that 
information  getting  out,  in  other  words? 

Ms.  Boyd.  That  is  a  fair  statement  where  I  am  involved.  I  do  not 
know  about  the  rest  of  the  State,  but  certainly  here  locally,  yes. 
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Mr.  AuLT.  The  problem  we  have  at  the  Government  facilities,  of 
course,  is  it  comes  under  different  rules  and  regulations.  But, 
again,  in  the  main  it  is. 

Senator  Robb.  All  right,  thank  you.  Again,  you  had  an  important 
contribution  to  this  particular  hearing  and  I  thank  you.  And  I 
thank  you  as  well  for  your  brevity  under  the  circumstances.  In  fact 
in  some  cases  I  think  people  probably  hear  more  when  you  are 
under  pressure  because  each  of  the  presentations  actually  was  suc- 
cinct and  right  on  the  money.  We  thank  you. 

And  again  with  the  question  to  our  official  recorder,  can  we  take 
one  more  panel?  All  right.  There  are  certain  physical  constraints 
under  which  we  all  operate  and  I  do  not  want  to  be  insensitive  to 
them.  As  long  as  you  can  keep  at  it,  I  will  keep  at  it.  [Laughter.] 

If  the  next  panel  could  come  forward,  please,  we  will  proceed  di- 
rectly to  your  testimony. 

I  will  introduce  the  first  panelist.  He  has  been  kind  enough  to 
try  to  help  us  find  our  way  through  this  maze  before.  Mr.  Samuel 
Kramer  is  the  Associate  Director  of  the  National  Institute  of  Stand- 
ards and  Technology  from  the  Department  of  Commerce,  located 
just  outside  of  Washington,  DC,  now. 

Mr.  Kramer,  you  have  been  very  helpful  in  helping  us  under- 
stand this  before.  We  thank  you  for  coming. 

STATEMENT  OF  SAMUEL  KRAMER,  ASSOCLVTE  DIRECTOR,  NA- 
TIONAL  INSTITUTE  OF  STANDARDS  AND  TECHNOLOGY,  DE- 
PARTMENT OF  COMMERCE 

Mr.  Kramer.  Thank  you,  Mr.  Chairman.  Senator  Robb,  for  brev- 
ity I  would  like  to  introduce  my  whole  statement  for  the  record  and 
then  just  try  to  focus  on  the  comments  that  I  think  hopefully  will 
answer  questions  of  main  concern  to  those  who  are  here. 

Senator  Robb.  Thank  you,  Mr.  Kramer.  Your  entire  statement 
will  be  included  in  the  record  and  we  would  be  pleased  to  have  any 
summary  that  you  would  like  to  give. 

Mr.  Kramer.  I  would  like  to  talk  about  a  few  programs.  The  Sen- 
ator was  very  instrumental  in  working  with  the  Senate  Commerce 
Committee  in  creating  some  very  important  pilot  programs  which 
were  assigned  to  the  National  Institute  of  Standards  and  Tech- 
nology, the  STEP  program,  the  Manufacturing  Technology  Centers 
Program  and  the  Advanced  Technology  Program,  which  are  re- 
ferred to  as  the  MTC  and  the  ATP  program. 

The  committee,  when  they  established  these  programs,  broke 
into  new  territory  and  assigned  new  missions  to  NIST.  We  took  on 
this  challenge  and  it  has  proven  to  be  very  very  beneficial:  bene- 
ficial to  us  and  beneficial  to  the  economy.  And  the  reason  I  am 
mentioning  them  is  that  one  of  the  witnesses  said  earlier  that  we 
hope  that  the  Federal  Government  will  build  on  what  things  are 
successful  rather  than  trying  always  to  recreate  new  things.  And 
the  Defense  Conversion  Program,  which  I  hope  to  describe  in  a  lit- 
tle greater  detail,  is  such  an  activity. 

I  would  like  to  note  just  verv  preliminary  results  of  the  ATP  pro- 
gram. Going  back  and  reevaluating  the  initial  recipients  of  that 
program  has  indicated  that  of  all  the  initial  awardees  in  that  pro- 
gram— and  I  say  these  are  preliminary  results — 65  percent  of  those 
who  got  grants  under  the  ATP  program  have  reported  that  they 
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were  able  to  retain  jobs  that  otherwise  would  have  been  abolished. 
And  35  percent  of  them  indicated  that  they  have  created  new  jobs. 

It  is  with  figures  like  that  and  data  like  that  that  we  see  the  ra- 
tionale behind  the  economic  stimulus  program  that  is  taking  place 
now  and  debated  on  the  Hill,  the  program  that  the  President  pro- 
posed. Technology  is  a  catalyst  in  that  program.  It  is  proposed  that 
technology  become  a  critical  catalyst  in  not  only  making  American 
business  more  competitive,  but  in  also  providing,  as  someone  said, 
jobs,  jobs,  jobs.  And  I  can  tell  you  from  the  technical  point,  the 
agencies  who  are  involved  in  it,  like  NIST  and  Commerce  and  oth- 
ers, are  continually  testing  what  is  going  to  ensure  results  from  the 
investment. 

The  program  that  was  mentioned  a  few  times  by  the  people  who 
were  here — and  I  am  going  to  focus  on  that  in  the  rest  of  my  com- 
ments— is  the  Technology  Reinvestment  Project,  the  TRP  project, 
and  it  has  also  been  referred  to  as  the  ARPA  project. 

I  would  like  to  note  that — those  of  vou  who  may  be  familiar  with 
the  book  "Reinventing  Government'  and  other  documents  that 
have  recently  come  out — are  aware  that  it  is  not  only  Government, 
but  private  sector  and  all  parties  are  reexamining  how  do  you  do 
business  and  how  do  you  do  it  more  effectively.  I  think  the  Tech- 
nology Reinvestment  Project  is  a  case  where  Grovernment  is  looking 
at  itself  and  said  before  we  talk  about  anyone  else  partnering  out- 
side or  partnering  with  the  Government,  we  have  to  start  looking 
within  the  Government. 

The  TRP  program  is  being  run  as  a  true  partnership.  It  is  a  col- 
laboration of  five  major  agencies.  It  is  the  Defense  Department's 
ARPA  program,  it  is  NASA,  it  is  the  National  Science  Foundation, 
Department  of  Energy,  and  the  National  Institute  of  Standards  and 
Technology. 

We  all  participated  jointly  in  writing  this  book  that  has  been  re- 
ferred to  as  the  "Red  Book,'  it  is  the  announcement  of  the  program. 
And  it  represents  to  a  certain  extent  the  best  experience  that  all 
of  us  have  had  in  our  different  agencies.  Each  of  us  contributed  to 
it,  and  this  is  the  announcement  of  the  program. 

Senator,  I  would  like  to  point  out  a  veiy  fine  point  that  I  hope 
the  people  here  can  take  advantage  of.  If  you  have  this  book — if 
you  do  not  have  it,  it  is  available,  we  can  get  you  a  copy  of  it.  This 
program  has  been  announced  specifically  at  this  point.  It  is  not  a 
solicitation  of  bids  or  of  proposals.  The  solicitation  will  come  forth 
on  May  14.  I  know  I  have  got  the  red  light,  but  I  want  to  get  this 
one  point  out,  if  I  may. 

On  May  14  when  it  becomes  a  solicitation,  the  people  who  are 
putting  in  the  proposals  will  be  left  by  themselves  to  create  those 
proposals.  However,  prior  to  May  14  we  encourage  you  to  get  to- 
gether with  the  Government  agencies  listed  in  the  book,  we  are 
anxious  to  talk  to  you,  we  are  anxious  to  meet  with  you,  to  share 
whatever  we  can  to  tir  to  help  make  the  proposals  a  success.  We 
want  partnering  to  take  place  not  only  between  the  Government 
and  private  sector,  but  among  the  private  sector  parties.  That  is 
the  critical  element  and  I  encourage  all  of  you  to  take  part  in  it. 

The  last  item — I  will  just  jump  to  it  here — there  are  being  held 
regional  conferences  in  great  detail  on  this  program  to  brief  people 
on  it.  Unfortunately,  there  are  none  being  neld  in  this  immediate 
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area.  However,  there  are  three  conferences  scheduled  as  sort  of 
minibriefings  on  April  20,  April  30,  and  May  13  at  Gaithersburg, 
MD,  at  the  NIST  facilities.  It  is  not  that  far  away.  We  encourage 
you  to  participate  in  those — call  up — and  we  encourage  you  to  visit 
our  laboratories  and  get  with  our  people  so  that  we  can  get  success- 
ful proposals. 

[The  prepared  statement  of  Mr.  Kramer  follows:] 

Prepared  Statement  of  Samuel  Kramer 

Mr.  Chairman,  and  Members  of  the  Committee.  Thank  you  for  inviting  me  here 
today  to  talk  about  some  of  NIST  activities  that  are  aimed  at  stimulating  the  econ- 
omy and  in  particular,  our  participation  in  the  Defense  Conversion  activities.  This 
activity  is  the  Technology  Reinvestment  Project  (TRP). 

It  is  the  mission  of  the  Technology  Reinvestment  Project  (TRP)  to  stimulate  the 
transition  to  a  growing,  integrated,  national  industrial  capability  which  provides  the 
most  advanced,  affordable,  military  systems  and  the  most  competitive  commercial 
products.  TRP  programs  are  structured  to  expand  high  quality  employment  opportu- 
nities in  commercial  and  dual-use  United  States  industries  and  demonstrably  en- 
hance U.S.  competitiveness.  This  will  be  accomplished  through  the  application  of  de- 
fense and  commercial  resources  to  develop  dual-use  technologies,  manufacturing  and 
technology  assistance  to  small  firms,  and  education  and  training  programs  that  en- 
hance U.S.  manufacturing  skills  and  target  displaced  defense  industry  workers. 

The  Advanced  Research  Projects  Agency  (AIIPA)  of  the  Department  of  Defense, 
the  Department  of  Energy-Defense  Programs  (DoE/DP),  the  Department  of  Com- 
merce's National  Institute  of  Standards  and  Technology  (NIST),  the  National 
Science  Foundation  (NSF),  and  the  National  Aeronautics  and  Space  Administration 
(NASA),  are  collaborating  in  the  Technology  Reinvestment  Project  to  execute  pro- 
grams authorized  under  the  Defense  Conversion  Reinvestment,  and  Transition  As- 
sistance Act  of  Fiscal  Year  1993,  and  other  legislation. 

In  a  fully  collaborative,  government-wide  effort  called  the  Technology  Reinvest- 
ment Project,  ARPA,  NIST,  DoE/DP,  NSF  and  NASA  will  seek  to  harness  the  best 
talents  available  to  focus  on  technology  innovation,  extension,  infrastructure,  and 
education  and  training  for  product  and  process  technologies  of  critical  importance 
to  both  national  security  and  the  national  economy.  To  administer  the  TRP,  the 
agencies  involved  have  formed  the  Defense  Technology  Conversion  Council  (DTCC) 
via  a  Memorandum  of  Understanding  of  all  the  participating  agencies.  The  DTCC 
is  chaired  by  ARPA  and  is  responsible  for  coordinating  and  integrating  Federal  Ex- 
ecutive Branch  activities  for  technology  reinvestment. 

The  TRP  will  accomplish  its  mission  through  cooperative,  inter-agency  efforts  that 
address  the  technology  development,  deployment,  and  education  and  training  needs 
within  both  the  commercial  and  defense  communities.  Concerted  efforts  will  be 
made  to  bolster  the  economic  competitiveness  of  defense-dependent  enterprises  and 
increase  the  availability  of  dual-use  technologies  for  national  security  purposes.  So- 
licitation, evaluation  and  selection  of  proposals  will  be  accomplished,  jointly  involv- 
ing all  of  the  collaborating  agencies.  Execution  of  TRP  programs  will  be  done  on  a 
distributed  basis,  with  oversight  by  ARPA,  and  with  execution  by  the  Military  De- 
partments and  DoD  Agencies,  MST,  DoE,  NSF,  and  NASA. 

The  Technology  Reinvestment  Project  (TRP)  is  attempting  to  do  two  mutually 
supportive  things  simultaneously: 

(1)  stimulate  economic  growth 

(2)  bring  defense  and  commercial  industries  closer  together 

It  is  a  program  to  create  jobs  in  the  long-term  through  industrial  expansion  in 
technologically  dynamic  sectors  through  the  development  of  new,  commercializable 
products  and  processes. 

The  TRP  is  an  investment  in  technologies  for  long-term  growth  to  expand  and  en- 
hance the  manufacturing  base  to  improve  U.S.  competitiveness.  The  TRP  is  not  a 
"short-term"  fix  program.  It  is  not  a  continuation  of  defense  business  as  usual.  It 
is  not  short-term  compensation  for  base  closings.  It  is  not  an  extension  of  unemploy- 
ment benefits.  It  is  a  program  that  invests  Federal  funds  in  expectation  that  we  will 
receive  a  much  larger  future  return. 

All  TRP  programs  require  matching  funds.  This  will  help  to  insure  the  commer- 
cial viability  oidevelopment  projects  and  strong  state  or  regional  support  for  deploy- 
ment proiects. 

The  TRP  program  builds  on  the  experience  base  of  existing  Federal  programs  and 
goes  beyond  any  single  program  in  broad-based  cooperation.  The  development  activi- 
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ties  involve  partnerships  between  government  and  commercial  firms,  government  fa- 
cilitation of  partnerships.  The  deployment  activities  involve  formation  of  linkages 
across  all  government  programs. 

The  legislation  which  created  the  TRP  was  flexible  since  it  permits  creative  struc- 
turing oi  proposals  and  it  promotes  cooperation  between  Federal  technology  agen- 
cies. The  TRP  spans  the  entire  spectrum  of  technology  activities  from  development 
through  deployment  and  includes  education  and  training  activities.  It  will  also  dem- 
onstrate commercial  viability  of  some  already  developed  defense  products,  and  will 
demonstrate  the  defense  applicability  of  some  conmiercial  products.  The  TRP  will 
also  facilitate  development  of  dual  use  products;  those  applicable  to  both  defense 
and  commercial  products  and  processes.  Spin-on  and  dual-use  technologies  promise 
to  offer  cost  savings  for  defense  and  represents  a  new  way  of  doing  business  for  na- 
tional defense. 

The  TRP  programs  are  designed  to  improve  the  way  U.S.  exploits  the  technologies 
it  creates.  The  deployment  activities  are  based  on  strengths  of  MST  MTC  program, 
DoE  national  laboratories,  NASA  technology  transfer  centers,  DoD  centers  of  excel- 
lence and  laboratories,  and  related  activities  throughout  government.  The  TRP  is 
designed  so  that  many  of  its  facets  support  small  businesses,  particularly  by  making 
the  technology  and  expertise  of  larger  business  available  to  them. 

The  program  offers  long-term  education  and  training  suppwrt,  not  aimed  only  at 
degreed  engineers,  but  also  at  the  vocational  and  training  needs  of  factory  floor 
workers. 

It  is  anticipated  that  the  solicitation  for  proposals  will  be  issued  on  May  14,  1993, 
and  that  funding  of  activities  is  expected  to  commence  by  September,  1993. 

Mr.  Chairman,  I  would  like  to  submit  for  the  Committee  s  information  a  copy  of 
the  viewgraphs  being  used  by  the  joint  agency  team  in  regional  briefings  on  the 
Technology  Reinvestment  Project.  Copies  are  attached  to  my  testimony. 

NIST  PROGRAMS 

To  support  this  effort  the  National  Institute  of  Standards  and  Technology  (NIST) 
will  draw  upon  its  experiences  and  expertise  in  many  technical  areas. 

NIST  conducts  science  and  engineering  research  in  commercially  important  fields 
such  as  advanced  materials,  information  systems,  biotechnology,  optoelectronics, 
computer-integrated  manufacturing,  and  sensor  technology.  NIST's  laboratory  re- 
search is  designed  to  support  development  of  critical  emerging  technologies  and  the 
new  measurement  methods  and  standards  necessary  to  make  them  commercially 
viable.  The  ability  of  U.S.  based  industries  to  exploit  these  new  technologies  deter- 
mines in  large  part  the  health  of  the  U.S.  economy.  Several  new  NIST  programs 
including  the  Advanced  Technology  Program  (ATP)  and  the  Manufacturing  Tech- 
nology Centers  (MTC)  F*rogram  (described  in  the  following  sections  of  this  docu- 
ment)— help  spur  innovation  at  U.S.  business  through  seed  money  for  development 
of  generic  technologies;  grants  to  states  for  support  of  technology  transfer  programs; 
and  financial  and  technical  assistance  to  help  small  and  mid-size  companies  adopt 
more  efficient  manufacturing  methods. 

Major  facilities  located  at  the  Institute's  Gaithersburg,  MD,  or  Boulder,  CO  sites 
include  a  20-megawatt  research  reactor,  a  synchrotron  radiation  source,  an  auto- 
mated manufacturing  research  facility,  a  metals  processing  laboratory,  an  advanced 
calibration  facility  for  microwave  antennas,  and  computer  network  and  security  re- 
search laboratories.  The  Institute  shares  its  substantial  laboratory  and  testing  fa- 
cilities with  researchers  from  industry,  universities,  and  other  federal  laboratories 
engaged  in  both  cooperative  and  proprietary  work. 

MST  laboratories  are  engaged  in  research  in  a  broad  spectrum  of  science  and 
technology  areas.  Some  MST  research  interests  are  summarized  below: 

ELECTRONICS 

Key  MST  research  supports  improvements  in  quality  control  and  cost-effective- 
ness in  the  manufacture  of  both  current  and  next-generation  semiconductors;  in- 
creasing the  efficiency  of  optical  fiber  networks;  and  provides  computer  facilities  and 
technical  assistance  for  developing  standards  for  advanced  digital  imaging  systems. 

MANUFACTURING  ENGINEERING 

NIST  researchers  are  developing  advanced  control  and  sensing  techniques  for 
automated  manufacturing  systems  and  "intelligent"  machines.  They  also  work  with 
industry  to  establish  standards  for  connecting  computerized  design  and  manufactur- 
ing systems  produced  by  different  manufacturers. 
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MATERIALS 


NIST  researchers  help  develop  new  technologies  to  transform  advanced  materials 
from  laboratory  curiosities  to  viable,  high-quality  products  at  reasonable  cost.  Exam- 
ples include  "intelligent"  materials  processing,  advanced  ceramics,  high-performance 
composites,  and  superconducting  materials. 


PHYSICS 

NIST  studies  examine  the  effect  of  atomic  and  magnetic  microstructures  on  mac- 
roscopic material  properties  and  develop  techniques  for  inducing,  measuring,  and 
controlling  chemical  reactions  on  surfaces. 

CHEMICAL  SCIENCE  AND  TECHNOLOGY 

NIST  is  developing  computerized  "expert"  systems  for  automated  control  of  chemi- 
cal process  and  analysis  procedures  and  reliable  measurement  techniques  for  the 
economic  production  of  biochemical  products.  Basic  research  studies  include  the 
ultraprecise  chemical  and  physical  characterization  of  new  materials  and  study  of 
atomic  and  molecular  properties  occurring  at  the  boundaries  between  solids,  liquids, 
and  gases. 

BUILDING  AND  FIRE  RESEARCH 

Specific  research  projects  examine  the  performance  of  construction  materials,  com- 
ponents, systems,  and  practices,  as  well  as  the  ignition,  propagation,  and  suppres- 
sion of  fires.  New  technologies  produced  by  NIST  are  used  to  predict,  measure,  and 
test  performance  of  construction  and  fire  prevention  and  control  products  and  prac- 
tices. 

COMPUTER  SYSTEMS 

NIST  researchers  devise  methods  to  help  protect  computer  systems  and  informa- 
tion against  "viruses"  and  other  security  threats  and  support  development  of  stand- 
ards lor  integrated  telecommunication  networks  capaole  of  simultaneous  trans- 
mission of  voice,  text,  images,  and  data. 

APPLIED  MATHEMATICS 

NIST  researchers  produce  efficient,  robust  algorithms  used  in  simulatingphysical 
systems,  visualizing  scientific  data,  and  programming  parallel  computers.  They  also 
develop  statistical  methods  for  industrial  modernization  in  process  control  and  im- 
provement of  quality  and  productivity. 

TECHNOLOGY  SERVICES 

Technology  Services  facilitates  the  commercialization  of  MST  research  results  and 
technologies  by  helping  to  arrange  Cooperative  Research  and  Development  Agree- 
ments with  U.S.  companies  and  coordinating  patenting  and  licensing  agreements. 
The  group  also  distributes  standard  reference  materials  and  data  and  coordinates 
equipment  calibrations  for  improving  industrial,  environmental,  and  medical  quality 
control. 

ADVANCED  TECHNOLOGY  PROGRAM 

The  Advanced  Technology  Program  (ATP)  at  the  National  Institute  of  Standards 
and  Technology  (NIST)  is  a  new  program  to  promote  U.S.  economic  growth  and  en- 
hance the  competitiveness  of  U.S.  high-technology  businesses  by  accelerating  the  de- 
velopment and  commercialization  of  precompetitive  generic  technologies  and  refin- 
ing manufacturing  practices. 

FEATURES 

The  ATP  has  features  which  make  it  unique  among  all  federal  programs  which 
support  scientific  research  and  technology  development.  These  include: 

•  Broad  scope 

•  Focus  on  precompetitive  generic  technologies 

•  Direct  funding  oi  industry  only 

•  Priorities  set  by  industry 

•  Funding  limits  and  cost  sharing 

•  Automatic  sunset  provision 

•  Selection  based  on  technical  and  business  merit 

•  Promotion  of  cooperative  research  and  strategic  alliances 
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•  Substantial  support  to  small  businesses 

•  Intellectual  property  owned  by  recipients 

MA>fUFACTURING  EXTENSION  PAKTNERSHIP  (MEP) — MANUFACTURING  TECHNOLOGY 

CEr^ERS  PROGRAM 

The  Manufacturing  Technology  Centers  program  was  created  by  the  1988  Omni- 
bus Trade  and  Competitiveness.Act  to  improve  the  competitiveness  of  U.S.  based 
small  and  medium  sized  manufacturers  through  advances  in  their  levels  of  tech- 
nology utilization.  Since  1988,  seven  Manufacturing  Technology  Centers  (MTCs) 
have  been  established  in  Cleveland,  Ohio;  Albany,  New  York;  Columbia,  South 
CaroUna;  Ann  Arbor,  Michigan;  Kansas  City,  Kansas;  Minneapolis,  Minnesota;  and 
Los  Angeles,  California.  Over  6,000  firms  have  participated  in  MTC  activities.  Hun- 
dreds of  small  and  medium  sized  companies  have  benefited  from  in-depth  assess- 
ments of  their  manufacturing  and  business  operations,  and  thousands  have  partici- 
pated in  workshops  and  seminars.  Many  collaborations  have  resulted  in  the  licens- 
ing of  federal  technologies,  the  designing  of  new  processes,  and  the  introduction  of 
new  products  into  the  market. 

STATE  TECHNOLOGY  EXTENSION  PROGRAM 

The  State  Technology  Extension  Program  (STRP)  provides  technical  assistance 
and  funding  to  states  for  planning  and  implementation  of  state  based  industrial  ex- 
tension infrastructure.  Since  1989,  34  states  have  participated  in  the  program. 

NATIONWIDE  NETWORK  OF  EXTENSION  CENTERS 

In  Vision  of  Change  for  America,  accompanying  his  State  of  the  Union  message. 
President  Clinton  described  his  intention  to  establish  at  NIST  a  program  with  "over 
100  manufacturing  extension  centers  nationwide  by  1997  to  assist  manufacturers  to 
modernize  their  production  capability."  This  program,  which  has  been  planned  by 
the  Department  of  Commerce  under  the  name  Manufacturing  Extension  Partner- 
ship (MEP),  builds  on  the  foundation  of  tested  approaches  developed  by  the  MTC 
and  STRP  programs.  The  plan  also  includes  Manufacturing  Outreach  Centers, 
which  are  smaller  in  scale  than  MTCs,  will  be  more  numerous  and  are  intended  to 
serve  regions  with  lower  concentrations  of  manufacturers. 

INFORNATION  AND  FURTHER  DETAILS 

Detailed  information  on  the  TRP  are  contained  in  the  book  entitled,  'Program  In- 
formation Package  for  Defense  Technology  Conversion,  Reinvestment,  and  Transi- 
tion Assistance,"  dated  March  10,  1993.  Copies  have  been  provided  to  the  Conmiit- 
tee  and  others  in  attendance.  It  should  be  noted  that  this  is  for  information  and 
planning  purposes  only.  It  is  not  a  solicitation.  As  I  noted  earlier,  the  solicitation 
is  scheduled  to  be  issued  on  May  14,  1993. 

This  completes  my  testimony.  I  shall  be  pleased  to  answer  any  questions  the  Com- 
mittee may  have. 

Thank  you. 


TECHNOLOGY  REINVESTMENT— WHAT  IT  IS 

Technology  Reinvestment  to:  (1)  Focus  on  turning  technologies  into  products/proc- 
esses; and  (2)  Create  lobs  in  the  long  term. 

•  Diversification  from  defense  to  commercial  products 

•  Integration  of  defense  and  commercial  production  facilities 

•  Deployment  of  technology  to  and  from  commercial  industries 

•  Development  of  dual-use  technologies 

TECHNOLOGY  REINVESTMENT— WHAT  IT  IS  NOT 

•  NOT  near  term  compensation  for  base  closings 

•  NOT  extension  of  unemployment  benefits 

•  NOT  more  support  for  basic  research 

•  NOT  Government  venture  capital 

•  NOT  for  transition  of  national  laboratories  to  for-profit 

•  NOT  a  way  to  continue  defense  business  as  usual 
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TECHNOLOGY  REINVESTMENT  PROJECT 


Defense  Conversion,  Reinvestment  and  Transition 


Defense  Conversion,  Reinvestment  and  Transition  Act  of  1992 
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TECHNOLOGY  REINVESTMENT  PROJECT 


Technology  Stages  and  Activity  Areas 
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Activities  to  h«lp  small 
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Activities  to  develop  dual-use 
tectinologles;  demonstrate  ttie 
commercial  potential  of 
existing  defense  and  other 
government  technologies; 
and,  demonstrate  defense 
applications  for  existing 
commercial  technologies. 


56 


TECHNOLOG  Y  REINVESTMENT  PROJECT 


Technology  Reinvestment  Project  Emphases 
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COMMON  REQUIREMENTS 

Statutory  requirements  common  to  all  programs — (1)  All  programs  require  com- 
petitive award;  (2)  All  contain  participation  and  organizational  requirements;  (3)  All 
require  industry  cost  sharing  of  at  least  fifty  percent;  and  (4)  Defense  emphasis  10 
U.S.C.  §2501 

TECHNOLOGY  REINVESTMENT  PROJECT 

Mission — To  stimulate  the  transition  to  a  growing,  integrated,  national  industrial 
capability  which  provides  the  most  advanced,  affordable,  military  systems  and  the 
most  competitive  commercial  products. 

Strategy — Invest  Defense  Conversion,  Title  IV  funds  in  activities  which  stimulate 
the:  (1)  Development  of  technologies  which  enable  new  products  and  processes;  (2) 
Deployment  of  existing  technology  into  commercial  and  military  products  and  proc- 
esses; and  (3)  Integration  of  military  and  commercial  research  and  production  activi- 
ties. 

TECHNOLOGY  REINVESTMENT  ACTrVITIES 

•  Defense  Technology  Conversion  Council  (DTCC)  established  December  16,  1992 

— Department  of  Defense  (Advanced  Research  Projects  Agency  and  Military 
Departments) 
— Department  of  Energy  (Defense  Programs) 
— National  Science  Foundation 

— Department  of  Commerce  (National  Institute  of  Standards  &  Technology) 
— National  Aeronautics  and  Space  Administration 

•  A  single  competition  is  planned  for  the  issuance  of  a  formal  solicitation 

•  Evaluation,  ranking,  and  selection  of  proposals  will  be  conducted  jointly 

•  Distributed  execution 

TECHNOLOGY  DEVELOPMENT 

Technology  Development  activities  deal  with  the  creation  of  new  product  and  proc- 
ess technologies  and  exploration  of  their  potential  for  commercial  and/or  defense  ap- 
plications. Proposals  that  involve  either  basic  research  OR  final  product  develop- 
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ment  beyond  the  stage  of  product  prototype/feasibility  demonstration  will  be  re- 
garded as  out  of  scope. 

Proposals  will  fall  into  one  of  three  activities: 

(1)  Spin-off  Transitioning  activities  are  those  that  demonstrate  non-defense  com- 
mercial viability  of  technologies  already  developed  for  defense  purposes 

(2)  Dual-Use  Development  activities  are  those  that  develop  commercially  viable 
technologies  that  have  both  defense  and  non-defense  uses 

(3)  Spin-on  Promotion  activities  are  those  that  demonstrate  the  defense  utility  of 
existing  non-defense  commercially  viable  technologies 

TECHNOLOGY  DEVELOPMENT  FOCUS  AREAS 

•  Information  Infrastructure 

•  Electronics  Design  and  Manufacturing 

•  Mechanical  Design  and  Manufacturing 

•  Materials/Structures  Manufacturing 

•  Health  Care  Technology 

•  Training/Instruction  Technology 

•  Environment  Technology 

•  Aeronautical  Technologies 

•  Vehicle  Technology 

•  Shipbuilding  Industrial  Infrastructure 

•  Advanced  Battery  Technology 

These  topics  are  not  to  be  considered  exclusive;  the  Government  will  entertain 
ideas  in  other  areas. 

TECHNOLOGY  DEPLOYMENT 

Proposals  will  fall  into  one  of  four  activities: 

(1)  Manufacturing  Extension  Service  Providers  target  small  businesses  (fewer 
than  500  employees)  to  increase  competitiveness  through  technical  and  management 
advancement  (restructure  business  practices,  assist  with  accessing  consulting  serv- 
ices and  technologies). 

(2)  Extension  Enabling  Services  are  activities  that  link  together  providers  of  Man- 
ufacturing Extension  Service  Providers  with  each  other  and  developers  of  tech- 
nology. 

(3)  Alternative  Deployment  Pilot  Projects  are  innovative  modes  of  technology  de- 
ployment that  are  alternatives  to  Manufacturing  Extension  Service  F*roviders. 

(4)  Technology  Access  Services  are  activities  to  assist  the  private  sector  with  ac- 
quiring existing  and  emerging  Dual-Use  technologies. 
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TECHNOLOGY  REINVESTMENT  PROJECT 

Technology  Deployment  Activities 


MANUFACTURING  EDUCATION  AND  TRAINING 

Proposals  will  fall  into  one  of  seven  activities: 

(1)  Engineering  Education  in  Manufacturing  Across  the  Curriculum 

(2)  Practice-Oriented  Master's  Degree  Programs 

(3)  Retraining  the  Manufacturing  Work  Force 

(4)  Educational  Traineeships  for  Defense  Industry  Engineers 

(5)  Manufacturing  Engineering  Education  Coalitions 

(6)  Supplementary  Education  Awards  to  ongoing  Centers  and  Coalitions  Devoted 
to  Manufacturing 

(7)  Individual/Group  innovations  in  Engineering  Education  in  Manufacturing 
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TECHNOLOGY  REINVESTMENT  PROJECT 


Activities  by  Statutory  Program 

Tech  Deploy.  Activity  Area 


Mfg.  Ext.  Svc.  Providers 
Extension  Enabling  Svcs. 
Alt.  Deploy.  Pilot  Projects 
Technology  Access  Svcs. 


Tech  Devel.  Activity  Area 
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SMALL  BUSINESS  INNOVATIVE  RESEARCH  (SBIR) 

•  Technology  Reinvestment  Project  (TRP)  plans  to  solicit  proposals  from  small 
businesses 

— Proposals  will  address  technology  development  focus  areas 
— Procurement  will  be  based  on  Federal  SBIR  guidelines 

•  Cost  sharing  will  be  permitted  for  TRP  SBIR  proposals,  but  is  not  required  and 
wiU  not  be  an  evaluation  factor 

•  Out-year  TRP  activities  are  a  natural  SBIR  Phase  III  follow-on 
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TECHNOLOGY  REINVESTMENT  PROJECT 


Joint  Agency  Program 


TRP  Announcement 
March  12 


Information  Conferences 
Aprll12tfiru16 


Solicitation 
May  14 


Proposal  Deadline 
July  23 


Distributed  Execution 


Joint  Planning 


ARPA 


DOC 


DOE 
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NASA 


Military 
Departments 


Primarily  "other"  agreements 


Senator  ROBB.  Mr.  Kramer,  we  thank  you  very  much,  sir. 

Next  we  have  from  Richmond  Ms.  Christine  Chmura,  who  is  an 
economist  and  vice  president  of  the  Crestar  Financial  Corp.  Ms. 
Chmura,  we  very  much  appreciate  your  being  with  us. 

STATEMENT  OF  CHRISTINE  CHMURA,  ECONOMIST  AND  VICE 
PRESIDENT,  CRESTAR  FINANCIAL  CORP.,  RICHMOND,  VA 

Ms.  Chmura.  Thank  you,  Senator  Robb.  I  have  been  asked  to 
provide  an  economic  perspective  on  how  defense  cuts  might  impact 
the  economy  of  Hampton  Roads  metropolitan  area.  To  do  so,  let  me 
begin  by  emphasizing  two  basic  points.  First,  because  of  the  Hamp- 
ton Roads'  industry  mix,  the  area  remains  highly  vulnerable  to  de- 
fense cuts.  And  second,  much  uncertainty  continues  to  surround 
the  way  in  which  the  defense  build  down  will  affect  particular  in- 
dustries in  Hampton  Roads,  including  the  economy  in  general. 

More  specifically,  I  believe  there  are  four  factors  to  consider. 
First,  the  impact  that  defense  cuts  have  had  on  Hampton  Roads  in 
the  past;  second,  the  diversity  of  the  region;  third,  the  possible  out- 
look given  the  information  we  now  possess;  and  finally,  how  the 
Government  might  help  smooth  this  transition  process. 

There  are  two  times  in  the  last  25  years  that  military  employ- 
ment declined  significantly  in  Hampton  Roads.  The  first  was  asso- 
ciated with  the  Vietnam  war  and  the  second  with  Desert  Storm.  In 
1969,  about  144,000  military  personnel  were  associated  with 
Hampton  Roads,  according  to  the  BEA.  By  1971,  military  employ- 
ment in  Hampton  Roads  dropped  by  about  40,000.  At  this  time 
Hampton  Roads  experienced  a  decline  similar  to  a  recession,  while 
the  Virginia  and  the  United  States  economies  continued  to  expand. 
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Desert  Storm  provides  a  more  recent  example.  During  Desert 
Storm  some  40,000  personnel  left  the  Hampton  Roads  region  for 
the  Middle  East.  If  you  are  looking  at  your  handout,  on  chart  1  you 
can  see  that  employment  is  indexed  to  compare  growth  rates.  It  is 
interesting  to  note  that  Hampton  Roads  lost  13,000  iobs  during  the 
recession  and  about  60  percent  of  those  jobs  were  lost  in  January 
when  most  of  the  military  went  to  the  Middle  East. 

I  am  not  suggesting  that  these  numbers  provide  final  proof  that 
a  reduction  of  40,000  military  had  an  impact  on  the  Hampton 
Roads'  economy,  but  ask  any  merchant  what  happened  to  retail 
sales  during  that  time  or  talk  to  residents  about  the  change  in  rush 
hour  traffic,  and  I  think  you  will  persuaded  that  40,000  military 
personnel  can  and  do  have  a  significant  impact  on  the  region's 
economy.  Also,  the  recovery  in  Hampton  Roads  started  earlier  than 
in  the  rest  of  the  State.  When  the  military  returned,  consumer  con- 
fidence picked  up,  dollars  flowed  into  the  region,  and  spending 
rose. 

This  brings  us  to  the  second  factor;  how  dependent  is  Hampton 
Roads  on  defense?  Total  defense  dollars  received  by  Hampton 
Roads  in  1991  totaled  about  32  percent  of  personal  income,  com- 
pared with  6  percent  in  the  Nation. 

The  data  undoubtedly  indicate  that  Hampton  Roads  is  highly  de- 
pendent on  defense.  For  this  reason,  its  economy  is  highly  vulner- 
able to  defense  cuts.  Although  more  information  has  been  available 
over  the  last  2  years  about  defense  cuts  that  are  yet  to  come,  the 
specifics  of  the  cuts  remain  highly  uncertain.  As  a  result,  the  im- 
pact of  defense  cuts  on  the  Hampton  Roads'  economy  remains  high- 
ly uncertain. 

In  terms  of  DOD  jobs,  the  1993  base  closure  list  indicates  Hamp- 
ton Roads  might  actually  gain  5,000  jobs,  although  cutbacks  will 
occur  at  some  bases.  But  across-the-board  cuts  continue  to  impact 
the  Nation  and  Hampton  Roads.  In  fact,  if  Hampton  Roads  were 
to  experience  the  same  percentage  cut  in  DOD  jobs  as  received  by 
the  Nation  between  fiscal  years  1991  and  1995,  it  would  see  a  de- 
cline in  jobs  similar  to  the  temporarv  loss  related  to  Desert  Storm. 
Such  a  scenario  seems  highly  unlikely,  however,  because  of  the 
strategic  location  and  excellent  port  facilities  which  characterize 
Hampton  Roads. 

In  terms  of  private  industry  job  losses,  the  shipbuilding  industry 
in  Hampton  Roads  lost  over  4,000  jobs  in  the  last  few  years  and 
is  likely  to  see  equal  or  greater  losses  in  the  next  few  years.  Indus- 
tries that  support  shipbuilding  and  repair  will  undoubtedly  experi- 
ence losses  as  well. 

Taken  together,  the  information  that  we  have  to  date  remains 
sketchy,  but  suggests  that  Hampton  Roads'  economy  is  Hkely  to 
add  jobs  at  about  half  the  national  rate  over  the  next  few  years. 
It  appears  that  shipbuilding  and  related  activities  will  be  hardest 
hit;  retail  and  service-related  industries  near  bases  that  are  closing 
will  also  suffer. 

Finally,  before  I  suggest  how  the  Government  mi^ht  help  regions 
and  localities  promote  economic  growth,  let  me  point  out  that  the 
Hampton  Roads'  economy  is  currently  showing  signs  of  stress.  Ini- 
tial unemployment  claims  are  considered  a  leading  indicator,  and 
if  you  look  at  your  handout  once  again,  you  can  see  a  chart  of  ini- 
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tial  claims.  Initial  claims  fell  when  we  were  coming  out  of  the  re- 
cession. Recently  claims  have  risen  in  the  Hampton  Roads  area, 
suggesting  the  job  environment  is  weak. 

Also,  housing  starts  and  retail  sales  are  more  sluggish  in  Hamp- 
ton Roads  than  in  Virginia.  In  other  words,  we  are  starting  to  see 
some  signs  of  stress  in  the  Hampton  Roads  economy. 

With  this  economic  perspective,  I  have  made  several  comments 
that  are  in  the  record.  There  is  just  one  I  would  like  to  point  out 
here.  The  Government  can  help  communities  and  private  firms  by 
decreasing  the  current  uncertainty.  Decisions  about  defense  cuts 
should  be  announced  as  quickly  as  possible  so  that  the  affected  in- 
dustry and  individuals  can  make  future  plans.  Uncertainty  causes 
many  individuals  and  firms  who  may  be  only  mildly  affected  by  de- 
fense cuts  to  continue  to  put  off  spending  and  decisionmaking, 
thereby  dampening  economic  growth  until  more  information  be- 
comes available. 

Thank  you. 

[The  prepared  statement  of  Ms.  Chmura  follows:] 

Prepared  Statement  of  Christine  Chmura 

I  have  been  asked  to  provide  an  ec»nomic  perspective  on  how  defense  cuts  might 
impact  the  economy  of  the  Hampton  Roads  metropoHtan  area.  To  do  so,  let  me  begin 
by  emphasizing  two  basic  points.  First,  because  of  Hampton  Roads'  industry  mix, 
the  area  remains  highly  vulnerable  to  defense  cuts.  And,  second,  much  uncertainty 
continues  to  surround  the  way  in  which  the  defense  build  down  will  affect  particular 
industries  and  the  Hampton  Roads  economy  in  general. 

More  specifically,  I  believe  there  are  four  factors  to  consider.  First,  the  impact 
that  defense  cuts  have  historically  played  in  this  region.  Second,  the  diversity  of  this 
region.  Third,  the  possible  outlook  given  the  information  we  now  possess  about  like- 
ly cuts.  And,  finally,  how  the  government  might  help  smooth  this  transition  process. 

There  are  two  times  in  the  last  25  years  that  military  employment  declined  sig- 
nificantly in  Hampton  Roads.  The  first  was  associated  with  the  Viet  Nam  war  and 
the  second,  with  Desert  Storm.  In  1  969,  about  144,000  military  personnel  were  as- 
sociated with  Hampton  Roads  according  to  the  Bureau  of  Economic  Analysis.  By 
1971,  military  employment  in  Hampton  Roads  dropped  by  almost  40,000.  Total  em- 
ployment in  Hampton  Roads  fell  by  12,000  or  2.4  percent  during  between  1969  and 
1971.  In  contrast,  employment  in  Virginia  rose  by  2  percent  and  employment  in  the 
nation  rose  1  percent  ever  the  same  period.  The  contrast  in  growth  between  Hamp- 
ton Roads  and  the  state  and  nation  seems  to  indicate  that  Hampton  Roads  has  suf- 
fered because  of  military  employment  cutbacks  in  the  past. 

Desert  Storm  provides  a  more  recent  example.  During  Desert  Storm  some  40,000 
military  personnel  left  the  Hampton  Roads  region  for  the  Middle  East.  Chart  1 
shows  employment  indexed  so  you  can  compare  growth  rates  between  Hampton 
Roads,  Virginia,  and  the  nation.  It  is  interesting  to  note  that  Hampton  Roads  lost 
13,000  nonmilitary  jobs  over  the  recession,  but  a  little  more  than  60  percent  of  those 
jobs  were  lost  during  January  when  most  of  the  military  went  to  the  Middle  East. 
I  am  not  suggesting  that  these  numbers  provide  final  proof  that  a  reduction  of 
40,000  military  had  an  impact  on  the  Hampton  Roads  economy.  But  ask  any  mer- 
chant what  happened  to  retail  sales  during  that  period,  or  talk  to  residents  about 
the  change  in  rush  hour  traffic,  and  I  think  you  will  be  persuaded  that  40,000  mili- 
tary personnel  can  and  do  have  a  significant  impact  on  the  region's  economy. 
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Chart  1:  Nonfarm  Employment 


Data  Through  Januarv  1  993. 
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Also,  the  recovery  in  Hampton  Roads  started  earlier  than  the  nation  and  the 
state,  don't  think  it  is  a  coincidence  that  the  recovery  in  Hampton  Roads  occurred 
at  the  same  time  the  military  returned — consumer  confidence  picked  up,  dollars 
flowed  into  the  region,  and  spending  rose. 

This  brings  us  to  our  second  factor,  how  dependent  is  Hampton  Roads  on  defense? 
In  1969  Hampton  Roads  was  very  dependent  on  defense:  nearly  28  percent  of 
Hampton  Roads'  employment  was  military  and  about  11  percent  was  in  manufactur- 
ing, which  is  hi^ly  concentrated  in  shipbuilding.  By  comparison,  only  4  percent  of 
the  nation's  employment  was  military  related  in  1969.  Although  Hampton  Roads' 
economy  has  become  less  dependent  on  military  employment  in  the  last  20  years, 
military  remains  a  very  important  component  of  the  economy  when  compared  with 
the  nation.  Today,  about  16  percent  of  Hampton  Roads'  employment  is  military  com- 
pared with  about  2  percent  in  the  nation. 

Unfortunately,  data  are  not  available  that  can  tell  us  the  number  of  individuals 
in  private  companies  who  are  working  on  defense  contracts.  We  do  know  that  the 
majority  of  the  40,000+  shipbuilding  employees  in  Hampton  Roads  work  on  defense 
contracts.  Beyond  this  information,  defense-related  employment  data  for  the  private 
sector  are  scarce. 

Federal  government  contract  award  data,  however,  shed  some  light  on  the  impor- 
tance of  defense  spending  at  private  firms  in  the  region.  In  1991,  Hampton  Roads 
received  about  $1.6  billion  in  defense  contract  awards — an  amount  equal  to  8  per- 
cent of  its  personal  income.  By  comparison,  defense  contract  awards  totaled  4  per- 
cent of  personal  income  in  the  nation.  If  we  consider  total  defense  dollars  (including 
salaries),  the  contrast  is  even  greater.  Defense  dollars  received  by  Hampton  Roads 
equalled  32  percent  of  personal  income  in  the  region  while  the  same  ratio  in  the 
Nation  was  6  percent  in  1991. 

The  mix  of  total  federal  government  contracts  received  by  Hampton  Roads  sug- 
gests the  region  is  reliant  on  defense,  and  shipbuilding/navy  in  particular.  About  90 
gercent  of  Hampton  Roads'  federal  contract  awards  from  1988  to  1990  came  from 
•efense  and  87  percent  were  Navy  contracts.  Much  of  the  spending  during  the  same 
time  period  was  related  to  shipbuilding  and  ship  repair. 

The  data  undoubtedly  indicate  that  Hampton  Roads  is  highly  dependent  on  de- 
fense. For  this  reason,  its  economy  is  highly  vulnerable  to  defense  cuts.  Although 
more  information  has  become  available  over  the  last  two  years  about  the  defense 
cuts  that  are  yet  to  come,  the  specifics  of  the  cuts  remain  highly  uncertain.  As  a 
result,  the  impact  of  defense  cuts  on  the  Hampton  Roads  economy  remains  highly 
uncertain. 

In  terms  of  Department  of  Defense  jobs,  the  1993  base  closure  list  indicates  that 
Hampton  Roads  mi^t  actually  gain  5,000  jobs  although  cutbacks  will  occur  at  some 
bases  in  the  region.  But  across-the-board  cuts  continue  to  impact  the  nation  and 
Hanipton  Roads.  In  fact,  if  Hampton  Roads  were  to  experience  the  same  percentage 
cut  in  Department  of  Defense  jobs  as  received  by  the  nation  between  fiscal  years 
1991  and  1995,  it  would  see  a  decline  in  jobs  similar  to  the  temporary  loss  related 
to  Desert  Storm.  Such  a  scenario  seems  highly  unlikely,  however,  because  of  the 
strategic  location  and  excellent  port  facilities  which  characterizes  Hampton  Roads. 

In  terms  of  private  industry  job  losses,  the  shipbuilding  industry  in  Hampton 
Roads  lost  over  4,000  jobs  in  the  last  few  years  and  is  likely  to  see  equal  or  greater 
losses  in  the  next  few  years.  Industries  that  support  shipbuilding  and  repair  will 
undoubtedly  experience  losses  as  well. 

Taken  together,  the  information  that  we  have  to  date  remains  sketchy,  but  sug- 
gests that  the  Hampton  Roads  economy  is  likely  to  add  jobs  at  about  half  the  na- 
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tional  rate  over  the  next  few  years.  It  appears  that  shipbuilding  and  related  activi- 
ties will  be  hardest  hit.  Retail  and  service-related  industries  near  bases  that  are 
closing  will  also  suffer. 

Finally,  before  I  suggest  how  the  government  might  help  regions  and  localities 
promote  economic  growth,  let  me  point  out  that  the  Hampton  Roads'  economy  is  cur- 
rently showing  signs  of  stress.  Initial  unemployment  claims  are  considered  a  leading 
indicator  of  economic  activity.  As  initial  unemployment  claims  fall,  less  workers  are 
being  laid  off  and  consumers  gain  more  confidence  that  their  own  job  is  secure.  Con- 
sequently, as  initial  claims  fall  consumers  are  inclined  to  spend  more  money  on 
items  that  they  have  delayed  purchasing.  The  opposite  scenario  unfolds  when  initial 
unemployment  claims  rise.  Chart  2  shows  an  index  of  initial  unemployment  claims 
for  Hampton  Roads  and  Virginia.  Note  that  in  1991  claims  in  Hampton  Roads  fell 
quicker  than  in  Virginia — an  indication  that  the  recovery  in  Hampton  Roads  started 
before  that  of  the  nation.  But,  early  in  1992,  initial  claims  in  Hampton  Roads  shot 
back  up  as  claims  continued  their  slow  downward  trend  in  the  Commonwealth.  The 
increased  claims  in  Hampton  Roads  were  associated  with  layoffs  at  shipyards  in  the 
area.  And  although  claims  have  come  down  in  Hampton  Roads  over  the  last  few 
months,  they  are  6  percent  above  year-ago  figures  compared  with  Virginia  where 
claims  are  40  percent  below  year-ago  figures.  These  numbers  suggest  the  job  envi- 
ronment in  Hampton  Roads  is  weak.  Consumer  spending  data  support  this  view.  In 
December  1992,  one  family  housing  starts  in  Hampton  Roads  were  up  18  percent 
when  compared  to  a  year  ago  while  starts  in  Virginia  were  up  26  percent  over  the 
same  time  period.  Also,  retail  sales  tax  receipts  were  off  10  percent  in  Hampton 
Roads  when  compared  to  a  year  ago  while  receipts  in  the  state  were  off  8  percent. 


Chart  2:  Initial  Unemployment  Claims 
3-Month  Moving  Avsrags 
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With  this  economic  perspective,  I  would  make  the  following  suggestions. 

•  The  government  can  help  communities  and  private  firms  by  decreasing  the  cur- 
rent uncertainty.  Decisions  about  defense  cuts  should  be  announced  as  quickly  as 
possible  so  that  affected  industries  and  individuals  can  make  future  plans.  Uncer- 
tainty causes  many  individuals  and  firms  who  may  be  only  mildly  affected  by  de- 
fense cuts  to  continue  to  put  off  spending  and  decision  making,  thereby  dampening 
economic  growth  until  more  information  becomes  available. 

•  The  government  can  help  private  firms  by  taking  away  as  many  hindrances  as 
possible  so  the  market  can  function  smoothly.  Specifically,  less  regulation  would  en- 
able firms  to  more  efficiently  use  their  resources. 

•  Finally  business  decision  can  be  enhanced  when  information  about  production 
and  demand  is  available  and  accurate.  The  Peninsula  Advanced  Technology  Center 
is  an  excellent  model  of  information  exchange  that  occurs  between  such  entities  as 
private  firms,  government  agencies,  and  the  academic  conununity.  Expanding  this 
model  on  a  state  and  national  basis  would  enhance  information  exchange  and  the 
ability  of  defense  firms  to  commercialize  their  products. 

Senator  RoBB.  Thank  you,  Ms.  Chmura.  That  point,  I  know  how 
important  it  is  for  planning  at  all  levels,  but  particularly  when  the 
planning  directly  affects  the  continued  either  prosperity  or  even  ex- 
istence of  your  company. 

We  now  have  two  companies  that  are  intimately  involved  with 
the  impact  of  defense  decisions  and  what  have  you.  And  I  thank 
both  of  you  for  your  patience.  First  of  all,  Mr.  Richard  Goldbach 
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who  is  the  president  of  Metro  Machine  in  Norfolk.  Without  further 
ado,  Mr.  Goldbach,  we  thank  you. 

STATEMENT  OF  RICHARD  A.  GOLDBACH,  PRESffiENT,  METRO 
MACHE^  CORP.,  NORFOLK,  VA 

Mr.  Goldbach.  Well,  thank  you  for  the  opportunity  to  speak.  I 
will  dispense  with  the  niceties,  as  the  others  have. 

My  comments  are  more  oriented  toward  the  events  that  have 
brought  the  U.S.  shipbuilding  industry  to  where  it  is  today,  how 
they  were  affected  by  policy.  And  with  the  idea  that  mv  comments 
might  be  instructive  on  how  policy  can  be  changed  in  the  future  to 
right  the  situation  which  exists  nght  now,  which  we  have  a  situa- 
tion where  we  have  the  world's  most  competitive  shipbuilding  de- 
fense industry  and  the  world's  least  world-competitive  commercial 
shipbuilding  industry.  And  since  the  market  for  the  future  is  in 
commercial  shipbuilding  and  much  less  in  defense  shipbuilding, 
this  is  an  issue  in  the  interests  of  the  country  and  in  the  interests 
of  the  shipyards  and  their  employees,  and  needs  to  be  addressed. 

I  have  worked  continuously  in  this  industry  since  1955,  The  in- 
dustry, as  I  see  it,  is  an  essential  part  of  the  defense  infrastructure. 
It  is  a  major  source  of  potential  exports.  And  in  addition,  as  labor 
intensive  as  it  is,  it  is  a  major  source  of  well-paid  blue  collar  jobs. 
In  many  cases  jobs  for  people  who  otherwise  would  be  getting  mini- 
mum wage,  and  in  the  case  of  shipyards  you  are  getting  highly 
paid  jobs. 

Immediately  after  World  War  II,  the  U.S.  shipbuilding  industry 
was  intact,  recently  modernized,  and  recently  expanded.  And  it  was 
this  fact  that  helped  us  win  World  War  II,  The  Asian  and  Euro- 
pean shipbuilding  industries,  and  economies  supporting  them,  were 
in  shambles.  However,  the  Japanese  shipbuilding  facilities  were 
largely  intact. 

This  enabled  the  U.S.  shipyards  to  dominate  the  world  from  the 
end  of  the  war  until  the  late  1950's.  We  stood  alone  with  our  ship- 
building capability  for  most  of  this  time.  During  this  period  of  com- 
petitive dominance,  shipbuilding  labor,  management,  and  the  U.S. 
Government,  through  its  policies,  exploited  the  temporary  advan- 
tage in  what  turned  out  to  be  a  shortsighted  way. 

Labor  made  extraordinary  demands  for  wages,  benefits,  and 
work  rules  to  which  management  too  readily  conceded  because  they 
could  pass  the  cost  of  these  things  on  to  their  customers  who  had 
no  other  place  to  go.  Management  did  not  continue  to  reinvest  in 
modernizing  the  facilities  and  the  processes  that  it  uses  in  ship- 
yards for  the  same  reason.  It  could  make  do  with  what  it  had,  so 
therefore  it  did  not  have  to  invest  in  improving  them,  it  could  still 
get  the  business.  In  response  to  the  labor  forces  which  had  grown 
politically  strong  in  this  arena  of  no  world  competition,  the  Grovern- 
ment  mandated  worker  benefits  which  would  later  prove  to  be  non- 
competitive and  very  destructive  of  jobs  in  the  shipbuilding  indus- 
try, and  as  far  as  that  is  concerned,  in  the  shipping  industry. 

During  the  10  to  15  years  following  the  war,  world  economies  re- 
established themselves  with  substantial  U.S.  help.  World  shipbuild- 
ing infrastructure  came  back  on  line  with  very  low  labor  rates  and 
very  high  labor  industriousness.  These  were  people  that  were  out 
of  work.  They  did  not  have  the  blessings  that  our  people  had. 
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These  were  people  that  were  out  of  work  who  knew  that  they  had 
to  work  hard  to  climb  back  on  the  step. 

Governments,  including  the  United  States,  heavily  subsidized  the 
shipbuilding  industry  as  a  means  of  exporting  a  very  labor  inten- 
sive product.  While  the  United  States  matched  global  subsidies 
during  the  1960's  and  1970's,  market  share  in  the  United  States 
diminished  because  of  the  significant  difference  in  labor  rates,  ben- 
efits, and  efficiencies  that  had  come  about  because  of  our  manage- 
ments and  our  workforces  taking  advantage  of  their  competitive- 
ness. 

European  and  Asian  shipyards  were  able  to  convert  their  lower 
labor  rates  into  profits  and  convert  those  profits  into  more  modern 
facilities.  Because  of  the  bleak  position  U.S.  shipyards  had  in  the 
marketplace,  they  could  not  attract  capital  to  improve  their  indus- 
tries at  this  point,  and  so  we  started  a  downward  spiral.  Just  as 
the  foreign  shipyards  were  investing  in  their  shipyards,  we  were 
not. 

The  workload  during  this  time  was  made  up  in  part  of  the  con- 
struction of  Navy  ships  and  the  construction  of  U.S. -flag  ships 
where  foreign  competition  was  not  permitted.  However,  for  the 
U.S.-flag  ships,  the  number  of  these  ships  reduced  because  the  U.S. 
merchant  marine  was  disadvantaged  by  the  high  costs  it  had  to 
pay  for  ships  in  the  U.S.  shipyards,  and  the  high  costs  it  had  to 
pay  to  man  those  ships  because  of  the  legacy  of  labor  negotiations 
and  Grovernment-legislated  benefits  in  the  relaxed  competitive  envi- 
ronment after  World  War  II.  Therefore,  the  U.S.  merchant  marine 
slowly  but  surely  declined,  as  public  recollection  of  the  indispen- 
sable role  of  the  U.S.  merchant  marine  in  World  War  II  faded. 

I  am  going  to  skip  my  comments  because  of  the  red  light.  How- 
ever, I  would  like  to  say  that  the  shipbuilding  industry  today  has 
in  front  of  it  the  largest  market  for  commercial  ships  that  has  ex- 
isted in  25  years.  It  is  not  in  a  position  to  take  advantage  of  it  be- 
cause the  U.S.  shipyard  investments  have  chased  the  Navy  market 
and  have  not  chased  the  merchant  market,  because  the  merchant 
market  was  not  a  place  where  they  could  make  money  and  there- 
fore attract  investment  capital. 

The  merchant  ships  and  Navy  ships  are  very  different  products 
requiring  very  different  organizations  and  very  different  facilities. 
And  it  is  this  that  needs  to  be  addressed  since  the  market  for  what 
we  are  good  at — and  we  have  become  the  world's  best  at  building 
U.S.  Navy  ships,  that  market  essentially  is  evaporating  and  we  are 
speaking  about  that  today. 

The  market  that  is  coming,  which  is  merchant  ships,  we  are  com- 
peting not  just  with  foreign  shipyards.  We  are  competing  with  for- 
eign governments  who,  because  of  the  value  of  shipbuilding  to  their 
countries,  the  value  for  defense,  the  value  for  commerce,  and  the 
value  for  job  creation,  they  very  heavily  subsidize  their  industries. 
So,  as  we  compete  against  them,  we  are  competing  not  just  against 
shipyards,  we  are  competing  against  governments. 

And  I  think  the  best  solution  for  this  is  for  our  Government  to 
take  a  firm  stand,  in  the  way  of  the  Gibbons  bill,  and  stop  that. 
If  they  do  not,  then  the  only  alternative  is  to  subsidize  us.  I  do  not 
think  that  is  a  good  alternative.  But  these  are  the  issues  that  need 
to  be  faced  in  the  near  future,  as  the  shipyards  themselves  look  to 
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this  very  large  market  and  try  to  figure  out  how  in  the  world  they 
exploit  it. 

Thank  you  very  much. 

[The  prepared  statement  of  Mr.  Goldbach  follows:] 

Prepared  Statement  of  Richard  Goldbach 

My  name  is  Richard  Goldbach. 

I  am  president  and  controlling  stockholder  of  Metro  Machine  Corporation,  a  Nor- 
folk shipyard  specializing  in  repair  and  modernization  of  complex  U.S.  Navy  non- 
nuclear  surface  ships. 

I  have  worked  continuously,  in  U.S.  shipyards  since  1955. 

U.S.  shipbuilding  is 

— ^An  essential  part  of  the  defense  infrastructure 

— ^A  major  source  of  potential  exports 

— A  major  source  of  well  paid  blue  collar  jobs 

Immediately  after  World  War  II 

— The  U.S.  shipbuilding  industry  was  intact,  recently  modernized  and  recently  ex- 
panded. 

— The  Asian  and  European  shipbuilding  industries  and  economies  supporting 
them  were  in  shambles.  However,  Japanese  shipbuilding  facilities  were  largely  in- 
tact. 

This  enabled  the  U.S.  shipbuilding  industry  to  dominate  the  world  from  the  end 
of  the  war  to  the  late  1950's. 

During  this  time  of  competitive  dominance;  shipbuilding  labor,  management  and 
the  U.S.  Government  exploited  the  temporary  advantage  in  a  shortsighted  way. 

— Labor  made  extraordinary  demands  for  wages,  benefits  and  work  rules  to  which 
management  too  readily  conceded. 

— Management  did  not  continue  to  reinvest  in  modernizing  facilities  and  proc- 
esses. 

— In  response  to  labor  forces  which  had  grown  politically  strong.  Government 
mandated  worker  benefits  which  would  later  prove  to  be  non  competitive  and  de- 
structive to  jobs. 

During  the  ten  to  fifteen  years  following  the  war,  world  economies  reestablished 
themselves  with  substantial  U.S.  help.  World  shipbuilding  infrastructure  came  back 
on  line  with  very  low  labor  rates,  and  high  labor  industriousness.  Governments,  in- 
cluding the  U.S.  heavily  subsidized  the  snipbuilding  industry  as  a  means  of  export- 
ing a  labor  intensive  product. 

While  the  U.S.  matched  global  subsidies  during  the  1960's  and  1970's,  market 
share  diminished  because  ofa  significant  difTerence  in  labor  rates,  benefits  and  effi- 
ciency. 

European  and  Asian  shipyards  were  able  to  convert  their  lower  labor  costs  into 
profits  and  convert  those  profits,  with  the  help  of  government  subsidies,  into  invest- 
ments in  shipyard  modernization. 

Because  of  their  bleak  position  in  international  shipbuilding  competition,  U.S. 
shipyards  could  not  attract  capital  investment  in  shipyard  modernization  and  began 
to  mil  behind  on  merchant  shipbuilding  technology. 

The  workload  for  U.S.  shipyards  during  this  time  was  made  up  of  comparable 
parts  of  Navy  ships  and  U.S.  flag  ships  where  foreign  competition  wasn't  pemiitted. 

However,  the  ILS.  Merchant  Marine  was  disadvantaged  by  high  U.S.  shipbuilding 
costs  plus  high  ship  manning  costs  which  were  the  legacy  of  labor  negotiations  and 
government  legislated  benefits  in  the  relaxed  competitive  environment  following 
World  War  II.  Therefore,  the  U.S.  Merchant  Marine  slowly  but  surely  declined  as 
public  recollection  of  the  indispensable  role  of  the  U.S.  Merchant  Marine  in  World 
War  II  faded. 

With  the  prices  for  the  growing  number  of  foreign  flag  ships  out  of  competitive 
reach  and  the  demand  for  new  U.S.  flag  ships  declining,  U.S.  shipyards  focused 
their  improvement  programs  on  Navy  work. 

In  the  early  1980's,  shipbuilding  labor  and  benefit  rates  outside  the  U.S.  were 
starting  to  catch  up  with  the  U.S.  offering  a  brief  hope  that,  with  investment  the 
U.S.  industry  could  restore  the  competitiveness  it  had  until  1945. 

It  was  at  this  time  that  the  Reagan  administration  discontinued  shipbuilding  sub- 
sidies in  the  hope  that  other  nations  would  follow  suit.  They  did  not. 

This,  plus  a  depressed  market  made  it  impossible  to  catch  the  Asian  and  Euro- 
pean shipyards  with  their  modem  facilities  and  processes  tailored  for  merchant  ship 
construction  developed  with  government  help  and  utilizing  profits  from  earlier  peri- 
ods with  low  labor  costs. 
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American  shipyards,  still  unable  to  justify  or  acquire  the  investments  needed  to 
improve  their  merchant  shipbuilding  capabilities  resorted,  almost  entirely,  to  naval 
shipbuilding  and  repair,  creating  the  best  such  capability  the  world  has  ever  seen. 

There  is  little  demand  for  that  capability  today.  However,  history  tells  us  that, 
with  certainty,  the  demand  will  return  and  our  survival  as  a  powerful  maritime  na- 
tion will  depend  on  it. 

Meanwhile,  a  pent  up  merchant  shipbuilding  demand  is  about  to  be  released  on 
the  world.  The  U.S.  shipbuilding  facilities,  processes  and  organizations  which  are 
well  suited  to  naval  ship  construction  are  unfortunately  not  at  all  suited  to  the  very 
different  business  of  merchant  ship  construction. 

U.S.  shipyards  suffer,  in  addition,  from  the  competitive  disadvantage  of  being 
unsubsidized  in  a  world  of  heavily  subsidies. 

Foreign  governments  intervene  in  shipbuilding  because  of  their  knowledge  that 
public  interest  is  served  by  a  strong  shipbuilding  industry  which  is  indispensable 
for  strong  defense,  reliable  commerce  and  well  paid  job  creation  for  blue  collar  work- 
ers. 

As  a  maritime  nation  with  diminishing  internal  natural  resources,  the  U.S.  public 
interest  in  a  strong  shipbuilding  industry  is  even  greater  than  that  of  other  nations 
and  even  greater  than  history  has  demonstrated. 

Public  policy  must  therefore  be  changed  to  belatedly  reflect  this  public  interest 
in  a  manner  consistent  with  other  countries. 

Financial  support  of  the  national  shipbuilding  initiative  of  the  ARPA  defense  tech- 
nology conversion,  reinvestment  and  transition  assistance  program  would  be  a  good 
place  to  start  implementation  of  new  policy. 

Senator  Robb.  Thank  you  very  much,  Mr.  Goldbach.  We  appre- 
ciate your  testimony.  The  final  testimony,  it  is  appropriate  that  we 
conclude  with  the  vice  president  of  Newport  News  Ship,  Mr.  Tom 
Schievelbein.  Mr.  Schievelbein  is  representing  Virginia's  largest 
private  employer. 

I  can  recall  during  the  time  that  I  was  Governor,  that  we  got  up 
into  the  mid  30's  in  terms  of  total  employment.  We  are  no  longer 
at  that  level,  and  there  are  obvious  concerns  among  the  workforce 
here  in  the  immediate  vicinity  of  Newport  News  Ship  with  regard 
to  just  how  many  of  those  folks  are  going  to  be  employed.  And  I 
have  spent  part  of  each  day,  as  other  members  of  the  delegation 
do,  certainly  trying  to  put  out  fires. 

But  we  thank  you  very  much,  Mr.  Schievelbein,  for  being  with 
us. 

STATEMENT  OF  THOMAS  C.  SCHIEVELBEIN,  VICE  PRESIDENT, 
NEWPORT  NEWS  SHIPBUILDING 

Mr.  Schievelbein.  Thank  you,  Senator  Robb,  Congressman 
Scott.  I  appreciate  the  opportunity  to  talk  with  you.  I  am  going  to 
be  very  brief.  Most  of  the  market  information  has  already  been  dis- 
cussed. Suffice  it  to  say  it  is  no  secret  that  the  defense  budget  is 
coming  down.  In  shipbuilding  it  is  probably  off  by  60  to  70  percent. 

In  terms  of  Newport  News  Shipbuilding,  when  we  look  at  our 
market  the  only  ship  that  I  see  in  the  6-year  budget  is  the  CVN- 
76,  and  we  will  get  to  that  in  the  moment.  There  are  no  new  sub- 
marines contained  in  the  projected  budgets.  Our  last  submarine 
order  was  in  November  1989,  so  we  are  indeed  facing  a  crisis  in 
our  market. 

Just  briefly,  and  this  gets  to  the  point  you  just  made  about  our 
employment,  when  the  available  business  goes  down,  unfortunately 
the  roll  goes  down,  and  we  have  had  to  match  the  decline  in  the 
marketplace.  In  the  past  year  and  a  half,  we  have  reduced  our  roll 
both  through  voluntary  means,  attrition,  and  involuntary  means, 
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layoffs,  unfortunately.  We  have  reduced  our  roll  by  4,500  people. 
We  are  now  down  to  24,500. 

The  goal  that  we  have  is  an  attempt  to  stabilize  that — our 
workforce — and  also  to  keep  our  business  going.  To  do  that  we  need 
a  balanced  business  base,  which  in  the  future  has  got  to  be  a  com- 
bination of  both  defense  and  commercial.  Let  me  address  first  the 
commercial. 

Mr.  Goldbach  went  into  the  problems  with  the  commercial  mar- 
ketplace on  the  international  side  and  the  domestic  side.  I  will  skip 
over  that.  Suffice  it  to  say,  from  our  perspective  we  see  two  prime 
problems.  One  is  it  is  not  a  level  playing  field.  We  compete  against 
governments  that  subsidize  up  to  30-plus  percent.  That  has  to  be 
corrected  if  we  are  going  to  have  success  out  there.  The  other  thing 
is  that  a  lot  of  these  companies  are  significantly  down  the  learning 
curve,  iust  as  we  are  in  the  U.S.  Navy  business.  We  need  volume 
to  be  aole  to  get  down  that  learning  curve. 

Those  are  the  two  biggest  things  we  see  out  there.  We  are  mak- 
ing an  attempt  to  compete.  We  have  reorganized  ourselves  to  push 
the  commercial  business.  We  are  trying  to  get  agreements  with  for- 
eign shipbuilders  to  penetrate  some  of  these  markets.  It  will  be  a 
difficult  thing. 

In  terms  of  what  the  Grovernment  can  do  to  help  us  that  we  are 
not  already  trying  to  do  to  help  ourselves,  the  first  thing  is — and 
you  have  heard  it  all  morning,  I  understand,  is  that  we  des- 
perately, desperately  need  CVN-76  funded  on  schedule  in  fiscal 
year  1995.  Not  just  for  the  iobs — obviously,  that  is  crucial — ^but  this 
ship  will  maintain  the  nuclear  shipbuilding  industrial  base.  With- 
out it  and  with  no  submarines,  that  base  will  go  away.  The  ship 
itself  also  allows  us  to  stabilize  our  workforce  and  allows  us  time 
to  get  in,  hopefully,  to  that  commercial  marketplace. 

Second,  and  I  know  that  both  of  you  know  this,  but  where  the 
Navy  does  have  program  or  where  the  Government  does  have  pro- 
grams, we  need  them  to  get  on  with  those.  I  am  specifically  refer- 
ring to  Sealift;  you  are  aware  of  that.  We  have  money,  it  is  appro- 
f)riated,  it  has  been  there  for  4  years.  If  we  drag  it  out  much 
onger,  either  the  money  will  disappear  or  we  will  disappear.  The 
conversion  program  alone  is  probably  2,000  to  3,000  jobs  over  the 
next  2  years  at  Newport  News  Shipbuilding. 

Third,  a  little  longer  term,  the  military  has  got  to  figure  out 
what  they  want  for  a  defense  industrial  base.  We  do  not  see  very 
much  action.  We  see  a  lot  of  studies,  but  not  verv  much  action.  If 
the  Government  does  not  participate  in  that,  it  will  happen  anyway 
and  they  will  not  be  left  with  what  they  need.  Which  if  they  do  not 
participate,  they  will  be  left  with  a  bunch  of  very  weak  yards  that 
do  not  have  the  capability. 

Finally,  and  it  has  already  been  said,  we  need  the  Government 
to  address  maritime  reform.  From  Newport  News  Shipbuilding  per- 
spective, I  do  not  need  the  technology — some  is  great,  but  that  is 
not  what  I  am  after.  I  do  have  the  best  workforce,  I  agree  with  Ms. 
Boyd.  We  have  the  facilities.  I  do  not  want  subsidies,  but  what  we 
do  need  is  a  shipbuilding  program  of  some  sort  and  a  level  playing 
field. 

These  are  the  major  issues  that  face  us  today,  those  four.  I  thank 
you  for  the  opportunity  to  address  the  committee.  Thank  you. 
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Senator  Robb,  Thank  you  very  much,  Mr.  Schievelbein. 

Congressman  Scott,  do  you  have  a  question  before  we  start  to 
wrap  up  here? 

Mr.  Scott,  Just  briefly,  on  the  question  of  the  level  playing  field 
the  Gibbons  bill  was  mentioned.  Specifically,  would  that  level  the 
playing  field? 

Mr.  Schievelbein.  The  Gibbons  bill  starts  to  level  the  playing 
field,  but  from  my  perspective  the  Gibbons  bill  does  not  provide 
shipbuilding  opportunities.  It  is  a  start  that  way,  but  in  the  end 
unless  we  get  to  build  ships,  all  of  this  does  not  really  make  much 
difference. 

I  will  let  Mr.  Goldbach  add  on  here — but  what  it  does  is  it  penal- 
izes some  of  those  foreign  countries  and  it  assumes  that  they  will 
then  build  ships  and  take  off  those  duties.  If  it  takes  off  the  duties, 
that  would  be  great. 

Mr.  Goldbach.  I  think  there  are  two  things  that  have  to  be 
done.  One,  we  have  to  convert  the  organizations  and  facilities  that 
we  have  that  are  specialized  on  Navy  ships  to  the  construction  of 
merchant  ships.  And  I  think  because — we  are  not  going  to  be  able 
to  attract  by  ourselves  the  capital  to  do  that.  We  are  going  to  need 
some  support  from  Government  in  the  form  of  guarantees  or  some- 
thing like  that.  Because  our  industry  is  not  respected  and  it  is  not 
expected  to  perform  well  financially  in  that  marketplace,  because 
of  the  events  of  the  last  25  or  30  years. 

And  that  is  a  financial  need,  in  some  form,  that  we  all  have.  But 
once  we  do  that,  we  still  need  something  like  the  Gibbons  bill  so 
that  we  are  competing  our  workers  against  foreign  workers.  I  think 
we  can  do  that  very  very  well.  The  rate  differential  has  essentially 
disappeared  every  place  except  Korea.  And  the  efficiency  of  the 
American  shipyard  worker  I  would  match  with  the  efficiency  in  any 
other  shipyard  any  place  else  in  the  world.  We  can  do  that.  We  can- 
not take  on  the  subsidies  that  these  shipyards  have. 

So,  we  have  the  two  needs.  We  need  to  level  the  playing  field, 
but  first  we  need  to  catch  up  our  industry,  which  is  geared  to  be 
building  this  different  product,  to  the  new  product  of  merchant 
ships.  And  I  think  if  we  can  do  those  two  things,  the  management 
and  the  workforce  can  take  care  of  everything  else.  We  have  the 
basic  facilities,  the  piers,  the  drydocks,  the  quays,  those  things  we 
have. 

Senator  RoBB.  Let  me  ask  just  one  question,  if  I  may.  It  goes  to 
the  representatives  of  the  two  major  companies  that  are  affected, 
Metro  Machine  and  Newport  News  Ship  here.  The  industrial  base 
argument  is  really  one  that  we  consider  more  in  a  different  com- 
mittee on  which  a  number  of  us  serve  and  I  now  serve,  with  re- 
spect to  Armed  Services,  what  have  you. 

But  how — I  am  not  quite  sure  how  to  phrase  the  question,  but 
in  terms  of  maintaining  industrial  base  for  your  respective  compa- 
nies, how  long  can  the  uncertainty  that  was  referred  to — I  think, 
well  I  guess  it  was  an  earlier  panel.  With  respect  to  finalizing 
CVN-76  and  other  decisions  that  relate  to  defense  procurement  or 
other  Grovernment  procurement,  to  the  extent  that  it  is  relevant  to 
your  respective  companies,  how  long  can  the  uncertainty  continue 
before  the  very  drastic  results  that  you  alluded  to  begin  to  phase 
in? 


71 

Mr.  ScHlEVELBEiN.  Well  let  me  go  first,  I  guess.  I  think  it  is  hap- 
pening right  now,  the  uncertainty  is  taking  its  toll.  From  the  per- 
spective of  how  long,  if  CVN-76  is  delaved,  then  that  has  a  dra- 
matic impact.  So,  within  the  next  year,  decisions  are  going  to  have 
to  be  made  on  that  industrial  base.  If  decisions  are  not  made  along 
those  lines,  the  contracts  that  are  awarded  now,  the  place  that  the 
Government  puts  its  money,  if  it  is  not  the  correct  place,  will  have 
impact  in  the  next  year. 

Mr.  GoLDBACH.  Well,  in  our  case,  we  are  affected  most  by  the  re- 
pair and  modernization  budget.  And  all  the  shipyards  on  the  south 
side  are  in  the  repair  business,  which  is  a  somewhat  different  busi- 
ness than  the  construction  business  that  takes  place  at  Newport 
News,  but  still  employs  a  substantial  number  of  people. 

We  are  all,  including  Norfolk  Naval  Shipyard,  facing  very  signifi- 
cant short-term  cutbacks,  not  because  of  any  reduced  need  for 
maintenance  of  the  U.S.  Navy  ships,  but  it  is  just  bureaucratic 
bungling.  And  taking  money  that  was  set  aside  for  the  mainte- 
nance and  operation  of  ships  and  putting  it  into  a  budgetary  pocket 
where  there  was  a  significant  overrun  on  the  defense  base  operat- 
ing fund. 

And  as  a  result  what  is  happening  right  now  is  ships  that  need 
maintenance,  that  are  there,  that  are  going  to  stay  in  the  fleet,  are 
not  getting  it.  Shipyard  workers  in  the  public  and  private  sector 
who  are  totally  prepared  to  do  that  are  being  laid  off,  sent  on  the 
street  in  very  large  numbers,  and  it  is  happening  everywhere  and 
it  is  happening  right  now.  Aiid  it  is  happening  not  because  there 
was  not  budget  established  for  it;  it  is  because  that  budget  was 
taken  and  spent  someplace  else  on  a  bureaucratic  bungle. 

And  we  have  thousands  of  people  being  affected  by  that  today. 
Whether  it  is  Norshipco,  or  the  Naval  Shipyard,  or  our  shipyard, 
we  have  a  bunch  of  empty  shipyards,  but  we  do  not  have  empty 
piers  at  the  Navy  base.  The  maintenance  is  not  being  done  that 
needs  to  be  done. 

Senator  Robe.  That  is  certainly  a  valid  and  important  point,  and 
we  thank  you  for  it. 

Ms.  Chmura,  I  apologize,  I  had  written  so  many  interesting  sta- 
tistics that  related  to  your  testimony,  that  I  had  put  yours  down 
near  a  different  name.  Yours  was  the  one  that  alerted  me  to  that 
in  terms  of  industrial  base  timing  as  well,  and  I  thank  you  very 
much. 

Given  the  constraints  of  time,  we  are  going  to  go  ahead  and  wrap 
up  at  this  point.  Ms.  Chmura,  Mr.  Schievelbein,  Mr.  Goldbach,  and 
Mr.  Kramer,  we  thank  you.  Mr.  Kramer  has  contributed  signifi- 
cantly to  our  efforts  in  the  past.  I  know  that  this  is  an  inconven- 
ience for  all  of  you  and  I  apologize  for  the  fact  that  we  have  run 
a  little  bit  over.  And  you  have  been  very  understanding  in  terms 
of  both  being  patient  and  then  giving  very  concise  testimony. 

We  will  keep  the  record  open  for  an  additional  2  weeks  for  any 
input  that  may  be  appropriate.  We  will  conclude  at  this  point  with 
the  formal  hearing. 

Again,  I  want  to  thank  Pat  Windham,  who  is  the  staff  director 
for  the  committee,  who  is  down  with  us,  as  well  as  Louis  Whitsett 
who  is  here  as  the  minority  director,  for  coming  down.  And  for  the 
rest  of  the  folks  here,  both  at  Thomas  Nelson  who  have  been  very 
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gracious  from  the  president  and  many  others  in  putting  up  with 
us  during  this  particular  visit,  and  the  members  of  my  own  staff 
who  worked  very  hard  to  put  this  particular  hearing  together,  we 

thank  all.  ,  ,. 

We  will  look  forward  to  continuing  to  work  on  this  very  impor- 
tant concern,  because  it  clearly  affects  an  awful  lot  of  lives  and 
businesses.  And  to  the  extent  that  we  can  find  ways  to  do  it  better 
than  we  are  doing  it,  we  will  be  making  a  real  contribution  to  peo- 
ple and  the  economy.  ,  „       ,  .  r. 

But  for  all  of  your  participation  and  for  the  survivors  who  are 
still  in  the  audience  after  a  marathon  that  went  a  little  over  3 
hours,  particularly  under  some  somewhat  challenging  conditions, 
we  thank  you  for  being  with  us.  .  ,    ,      ,     .  ^^ 

And  this  will  conclude  the— well,  special  thanks  to  my  colleague 
Congressman  Bobby  Scott,  who  stayed  with  us  for  the  duration  1 
appreciate  both  Congressman  Bateman  and  Congressman  Pickett, 
who  were  with  us  and  had  to  leave  earlier.  But  Senator— Bobby 
Scott,  he  used  to  be  Senator  Scott  as  well,  stayed  with  us  through 
the  whole  hearing  and  I  am  very  grateful  for  that. 

This  concludes  the  hearing  of  the  Commerce  Committee  and  we 

thank  you.  ,     ^        •        j-  Ji 

[Whereupon,  at  12:31  p.m.,  the  hearing  adjoumed.J 


APPENDIX 


Resolution  of  the  Chesapeake  City  Council  in  Opposition  to  the  Proposed 
Closing  of  the  Naval  Aviation  Depot  in  Norfolk,  VA 

Whereas,  the  Naval  Aviation  Depot  in  Norfolk,  VA,  is  the  largest  naval  aviation 
depot  in  the  United  States  with  a  population  of  approximately  4,295  civilians  and 
104  military  personnel;  and 

Whereas,  approximately  730  Chesapeake  citizens  work  at  this  facility,  and  the  an- 
nual payroll  for  employees  from  Chesapeake  totals  $27.5  million;  and 

Whereas,  the  Naval  Aviation  Depot  is  an  integral  and  inseparable  part  of  the  in- 
frastructure of  the  Naval  Base  in  Norfolk;  and 

Whereas,  the  Naval  Aviation  Depot  is  centrally  located,  providing  industrial  serv- 
ices and  resources  in  a  most  efficient  manner  to  naval  aviation  and  all  other  naval 
activities  on  the  east  coast,  performing  emergency  work  which  arises  at  the  last  mo- 
ment and  does  not  allow  time  for  contracting  out  to  private  concerns,  and  regularly 
manufacturing  items  for  the  Naval  Supply  Center  and  the  Norfolk  Naval  Shipyards; 
and 

Whereas,  the  Naval  Aviation  Depot  also  provides  engineering,  manufacturing, 
field  technical  assistance,  and  other  support  to  satisfy  requirements  of  the  U.S.  miU- 
tary  forces  worldwide;  and 

Whereas,  the  Naval  Aviation  Depot  is  a  vigorous  industrial  power  and  has  re- 
ceived many  awards  for  its  efiicient  and  excellent  work,  including  among  others,  the 
U.S.  Senate  Productivity  Award,  the  SECNAV  Action  Plus  Excellence  Award,  and 
the  President's  Council  for  Management  Improvement  Management  Excellence 
Award;  and 

Whereas,  worker  wages  at  the  Naval  Aviation  Depot  located  in  Norfolk  are  among 
the  lowest  in  the  entire  depot  chain;  and 

Whereas,  the  closing  of  this  facility  would  have  a  profound  and  far-reaching  ad- 
verse impact  on  the  U.S.  Navy  as  well  as  citizens  oi  the  Hampton  Roads  area  for 
years  to  come;  and 

Whereas,  there  would  be  no  real  estate  savings  from  closing  this  facility  because 
there  would  be  no  real  estate  to  be  disposed  of;  and 

Whereas,  there  would  be  questionable  operational  savings  from  closing  the  Naval 
Aviation  Depot  because  the  work  requirements  of  the  Navy  will  have  to  be  per- 
formed, and  cased  on  comparative  wage  information  perhaps  at  a  higher  wage; 

Now,  therefore  be  it  resolved  by  the  Council  of  the  city  of  Chesapeake,  VA,  That 
the  Council  strongly  opposes  the  closing  of  the  Naval  Aviation  Depot  at  Norfolk,  VA, 
as  not  being  in  the  national  interest,  and  directs  the  City  Manager  to  make  these 
views  known  to  the  Federal  Base  Closure  and  Realignment  Commission  and  to 
Members  of  Congress. 

Be  it  further  resolved  that  a  copy  of  this  resolution  be  forwarded  to  members  of 
the  city's  congressional  delegation. 

Adopted  by  the  Council  of  the  city  of  Chesapeake,  VA,  this  23d  day  of  March, 
1993. 

Approved: 

William  E.  Ward,  Mayor;  John  W.  Butt,  Vice  Mayor;  John  E.  Allen;  Peter 
P.  Duda,  Jr.;  Arthur  L.  Dwyer;  Alan  P.  Krasnofl";  Robert  T.  Nance, 
Jr.;  Sherry  M.  Simmons;  and  Lionell  Spruill,  Sr. 


Resolution  of  the  Chesapeake  City  Council  in  Opposition  to  the  Proposed 
Closing  of  the  Naval  Undersea  Warfare  Center  in  Suffolk,  VA 

Whereas,  the  Naval  Undersea  Warfare  Center  previously  proposed  for  placement 
in  the  city  of  Suffolk,  VA,  has  a  projected  employment  of  1,407  individuals,  with  748 
employees  projected  to  be  from  tne  city  of  Chesapeake,  VA;  and 
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Whereas,  this  facility  is  an  integral  part  of  the  military  presently  in  the  Hampton 
Roads,  VA,  region  and  the  United  States  as  a  whole;  and 

Whereas,  the  closing  of  this  facility  would  have  a  profound  and  far-reaching  ad- 
verse impact  on  the  U.S.  Navy  as  well  as  citizens  oi  the  Hampton  Roads  area  for 
years  to  come;  and 

Whereas,  there  would  be  no  real  estate  savings  from  closing  this  facility  because 
there  would  be  no  real  estate  to  be  disposed  of;  and 

Whereas,  there  would  be  questionable  operational  savings  from  closing  this  facility 
because  the  work  requirements  of  the  Navy  will  have  to  be  performed,  and  based 
on  comparative  wage  information  perhaps  at  a  higher  wage; 

Now,  therefore,  be  it  resolved  by  the  Council  of  the  city  of  Chesapeake,  VA,  That 
the  Council  strongly  opposes  the  closing  of  the  Naval  Undersea  Warfare  Center  in 
Suffolk,  VA,  as  not  being  in  the  national  interest,  and  directs  the  City  Manager  to 
make  this  view  known  to  the  Federal  Base  Closure  and  Realignment  Conmiission 
and  to  Member  of  Congress. 

Be  it  further  resolved  that  a  copy  of  this  resolution  be  forwarded  to  members  of 
the  city's  congressional  delegation. 

Adopted  by  the  Council  of  the  city  of  Chesapeake,  VA,  this  23d  day  of  March, 
1993. 

Approved: 

William  E.  Ward,  Mayor;  John  W.  Butt,  Vice  Mayor;  John  E.  Allen;  Peter 
P.  Duda,  Jr.;  Arthur  L.  Dwyer;  Alan  P.  Krasnoff;  Robert  T.  Nance, 
Jr.;  Sherry  M.  Simmons;  and  Lionell  Spruill,  Sr. 
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